
































Mutuals Stand the Test-- 


“The past two years have submitted American business insti- 
tutions to the most severe tests of their stability in a generation. 


“Today mutual insurance enjoys a stronger position in the 
minds of insurance buyers than ever before, because of the fact that 
this time of trial has supplied incontrovertible proofs of the safe 
and sound principles incorporated in the structures of well con- 
ducted mutual insurance companies. 


“That there are 2461 mutual casualty companies in business 
today, as against a total of 749 casualty companies of all other 
types—that about 75% of all life insurance, (the most sacred 
form of insurance protection), is carried in mutual insurance com- 
panies—shows a vast preponderance of individual and industrial 
opinion in favor of the three cardinal principles of insurance mu- 
tuality—Security, Savings and Service. 


“That Michigan employers are considering more seriously 
than ever before the financial strength of their insurance carriers, 
their reputation for fair and just settlement of claims, and the 
character and liberality of their service to members, is evidenced 
by the fact that in 1931 this company carried the largest number 
of Workmen’s Compensation and Public Liability risks ever car- 
ried during the twenty years of its existence.” 
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MICHIGAN —@s MUTUAL 
LIABILITY “SY” COMPANY 


Non-Assessable Dividends ~ 
and o WO, More Than 


Dividend Paying $4,000,000.00 








President 


District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Alpena Owosso 


Toledo, Ohio Fort Wayne, Ind. 
Home Offices—1209 Washington Roulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 
W orkmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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Mutual Insurance. 





Facts are rapidly 


becoming a greater 
factor than friendship 
in the buying of in- 


surance. Facts favor 
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The MILL MUTUALS are 


general fire insurance carriers. 





Mill Mutuals 
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UTUALS 


are general fire insurance carriers 


Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 


Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co..... . Des Moines, Iowa 
Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 
Millers Mutual Fire Insurance Co......... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co.. . . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 
Millers National Insurance Co................. Chicago, Ill. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 23 Chicago, Ill. 


A service organization maintained by the 
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Are You Helping to Pay Dividends 
to Stockholders or to Policyholders? 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


% MB 
Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia “™ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
= Los Angeles, Vancouver, Portland, Spokane. - 
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HON. EDGAR C, LAWSON 


Auditor of State of West Virginia 
and Insurance Commissioner 


M R. LAWSON was elected to his office in 1928 and by diligent work has established 
a record of success in solving many difficult problems. He is an excellent administrator, and 
noted particularly for his zeal in protecting the interests of the policyholders of his state. 


Moreover, by his forceful personality and his spirit of cooperation, he has won a wide 
circle of friends. 
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About the Insurance World 


Brief Review of What Is In the Magazines and In the Mail 
Which Comes to the Editor's Desk 


Who Holds Bag or 
Is There Any Bag? 


ALTHOUGH 
opinion is 
much divided, 
many think a definite step toward 
clearing up the World’s difficulties, 
financial and otherwise, was taken by 
the recent Reparation Conference 
which practically wiped out the penal- 
ties imposed on Germany after the 
War. At least an outline of the facts 
is worth reporting here. According 
to the final decision, contingent on ap- 
proval of a number of interested par- 
ties, Germany will make one final 
payment of $750,000,000. This will 
take place after a three year mora- 
torium to go into effect as soon as 
the arrangement is approved. 

This may sound like a very sub- 
stantial amount but it should be re- 
membered that at the time of the 
Versailles treaty the staggering sum 
of $60,000,000,000 was imposed on 
Germany, both in payment for the 
damage caused during the war and as 
a fine for having caused the War. 
The new arrangement, together with 
the expected disarmament agreement, 
would do a great deal to relieve Eu- 
rope from the effects of the Versailles 
treaty. 

It is expected that America will be 
asked to make some concessions on the 
subject of War Debts and there will 
undoubtedly be a great deal of agita- 
tion for their total cancellation. 
Whether this would eventually be for 
good or evil makes a good argument 
for summer days. 
More of This Would 
Solve Gold Shortage 


ONE of the 
greastest 
salvage op- 


erations in modern times has_ beer 





successfully completed with the re- 
covery of five million dollars worth 
of gold and silver from the treasure 
room of the liner Egypt, sunk off the 
French coast after a collision in 1922. 
An Italian salvage company after 
overcoming obstacles of almost every 
conceivable nature, has successfully 
concluded a two year attempt to se- 
cure the sunken treasure. Two ships 
went down during the operation, one 
with a great loss of life but the third 
vessel to undertake the task brought 
the project to a happy conclusion. 


Members May Not Burn THOSE 
but Churches Do who _at- 
tended 


the Mutual Underwriting Conference 
at Cleveland will remember the dis- 
cussion with reference to fire hazard 
in churches and everyone will prob- 
ably be interested in an analysis of 
1754 church fires made by W. J. Tal- 
lamy. According to his figures fires 
in churches occur on an average of 
five a day, and the property destroyed 
is about $3,956,000 in one year. 


The analysis of the causes of the 
fires shows that the largest number 
were due to lightning, indicating an 
absence of lightning rods, although 
the amount of loss caused by this 
hazard was less than 7% of the whole. 
26% of the total fires are attributable 
to lightning, however. The greatest 
amount of damage froma single cause 
was $742,947, or more than 20% 
which was attributed to defective 
heating equipment. About 11% of the 
church fires are so caused. Other 
causes of church fires are charged to 
electricity, open lights, portable oil 


heaters and lamps, carelessness with 
matches and smoking tobacco, spon- 
taneous combustion and other com- 
mon hazards. 


Peacemaker Blessed THE 
but not Compensated ing of the 

State Com- 
pensation Commissioner that a truck 
driver who acted as a peacemaker in 
a street quarrel was shot while within 
the scope of his employment was re- 
versed by District Judge Hastings at 
Omaha, Nebraska. The court held 
that it was no part of his duty to act 
as a peacemaker and his death did not 
arise out of, and in the course of, 
his employment. 


find- 


More Fires in 
Small Towns 


AN interesting 
study, based on the 
1931 fire records of 
cities of 20,000 population or more 
discloses that generally speaking the 
smaller cities have a greater number 
of fires per 1,000 residents than do 
the larger ones, although there are 
marked exceptions to the rule. 


Mobile, Athens, Ga., Bangor, Me., 
Beverly, Mass., Rochester, Minn. and 
Concord, N. H. were in the higher 
bracket and Philadelphia, Chicago, 
New York, Detroit, Newark and 
New Orleans were models of care- 
fulness by comparison. 


Bad Lighting THE U. S. De- 
Causes Accidents partment of La- 

bor says the 
services of 125,000 workers at a cost 
of $150,000,000 annually are lost to 
industry in this country through ac- 
cidents due to poor lighting. Less 
than 25% of the 50,000,000 incades- 
cent lamps in American Industrial 
plants are installed so that they will 
not produce glare injurious to vision 
a situation that aggrevated by the 
fact that an estimated 40% of the in- 
dustrial workers suffer from ocular 
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defects. Surveys, it was pointed out, 
indicate that 15% of industrial acci- 
dents are caused by inefficient illumi- 
nation. 


EARLY _ esti- 
mates would in- 
dicate that the 
spectacular fire 
at Coney Island will not cause any 
concern to insurance companies which 
were on the risk. The properties in 
question were notably subject to the 
conflagration hazard and practically 
all companies kept their lines in the 
vicinity as low as possible. It is esti- 
mated that the total loss suffered by 
companies will probably be about 
$1,000,000 but that it will be widely 


spread over a number of companies. 


Coney Island Loss 
Spread Among 
Many Companies 


A TOTAL of 
$6,083, 970.66 
was collected 
by the State Insurance Division of 
Illinois for the year ending June 30, 
1932, according to a report just sub- 
mitted by the Financial Branch of 
the Division. This was a decrease of 
$78,377.00 from the preceding year. 
Privilege tax receipts in the year 
just ended were $5,591,566, while 
revenue received from the Fire Mar- 
shal Tax was $99,111. The report 
explains that the decrease in the Di- 
vision’s collections was reflected en- 
tirely in taxes and not in fees. The 
decline on account of Privilege tax 
was $81,277, and on account of the 
Fire Marshal tax $22,396, it was 
stated. The fees of the Division 
showed an increase of $25,296. 


Insurance Revenues 
Collected in Illinois 


Brain Teasers for A STATE- 
N. Y. Agents who MENT issued 
Wish to Qualify by  Superin- 


tendent of In- 
surance, George S. Van Schaick, of 
New York, on June 28 calls attention 
to the provisions of the New York 
statutes which take effect July 1, 
1932. Under the statutes every ap- 
plicant for an insurance agent’s cer- 
tificate of authority (other than life, 
health and accident) must submit to 
and successfully pass a personal writ- 
ten examination to be given by the in- 
surance department. It has been de- 
cided that the examination shall con- 
sist of two parts; the first will con- 
tain some fifteen questions confined 
largely to substantive insurance law 
and practices bearing on provisions 
of the insurance law, policy provi- 
sions and riders and endorsements 
used thereon. Part two will be com- 


posed of ten questions which will 
seek to ascertain the applicant’s con- 
ception of the duties of the office to 
which he aspires, the lines of public 
service that justify an agent’s exist- 
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ence, ethical standards and related sub- 
jects. The Commissioner said “The 
time alloted for the examination will 
be two and one-half hours. The plan 
is modeled after the broker’s exami- 
nation in use since the beginning of 
the calendar year. Such examination 
has improved the method of selection 
without a diminution of the number 
of successful applicants. The ques- 
tions will not be limited to any one 
kind of insurance, but will cover the 
various lines of insurance for which 
the agent’s certificate of authority 
may be issued. 


“The department contemplates con- 
ducting agents’ qualifying examina- 
tions at the following points through- 
out the state; Albany, Binghampton, 
suffalo, Jamestown, Malone, New 
York City, Poughkeepsie, Rochester, 
Syracuse, Utica and Watertown. It 
is planned to hold these examinations 
once a month in all of the above cen- 
ters, with the exception of New York 
City, where they will be given twice 
each month. The foregoing is a 
tentative plan and will be modified as 
experience and necessity demands.” 


Improved Risk A. D. BAKER, 
Mutuals has F. A. president of the 
Rye as G. M. Improved Risk 

Mutuals, on 
behalf of the organization, has an- 
nounced the appointment of F. A. 
Rye as its general manager, which 
was effective July 1, 1932. 


Mr. Rye was formerly president 
of the Public Fire Insurance Com- 
pany of Newark and resigned from 
that company to accept this position. 
The increased importance and steady 
growth of the Improved Risk Mu- 
tuals in the field of mutual insurance 
have made this addition to its execu- 
tive staff advisable. , The present 
executives, L. G. Weimer and P. G. 
Whipple will continue their respec- 
tive duties in the organization. All 
of these men have had wide experi- 
ence, are able underwriters and ca- 
pable executives. 


CRIMES of 
burglary, rob- 
bery, and theft 
have increased 157% in the last fif- 
teen years, according to available 
burglary insurance statistics cover- 
ing the period of 1917 to 1931 inclu- 
sive. By five year periods the in- 
creases are as follows: 12% increase 
from 1922 to 1926 over 1917 to 1921; 
18% increase from 1927 to 1931 over 
1922 to 1926. The first five months 
of this year there was an increase of 
22% in the number of burglary losses 
over the corresponding period of last 
year, a 50% increase over the first 


Depression Breeds 
More Burglars 





five months of 1930, and an increase 
of 73% over the same period in 1929. 

Despite this showing it is of in- 
terest to note that burglary insurance 
was one of the most profitable cas- 
ualty lines last year. 


Fire Loss Higher ACCORDING to 
in Montana the annual report 

of the State In- 
surance Department the fire insur- 
ance loss ratio in Montana in 1931 on 
the basis of net premiums received 
and net losses incurred was 63%. 
Net fire premiums received in the 
state decreased from $3,217,283 in 
1930 to $3,046,371 last year, while 
net losses incurred increased from 
$1,528,125 to $1,874,249. 


The amount of hail insurance writ- 
ten by fire insurance companies in the 
state declined considerably during the 
year. Net hail premiums received 
were only $52,758 as compared with 
$364,659 the preceding year. The 
loss ratio exceeded 100%, net in- 
curred losses amounting to $56,509 
as against $186,211 in 1930. 


A BILL has been 
introduced in the 
Indiana legislature 
to provide a system of unemployment 
insurance. A fund would be estab- 
lished under the proposed plan from 
which unemployed workers would re- 
ceive 65% of their normal wages. 
Employers would contribute 50c per 
week per employee, each worker 
would contribute 10c a week, and the 
remainder would be provided by the 
state. This plan is very much like 
that of the English dole system, ex- 
cept that it puts a heavier burden upon 
the employer. 


Unemployment 
Bill in Indiana 


Insurance Commission UNDER 
in Mississippi the chair- 

manship of 
Shelby Pickett, appointee of Gov- 
ernor Connor, the newly appointed 
State Insurance Commission of 
Mississippi has formally organized. 
Guy M. Huston of New Albany was 
elected secretary. Members of the 
retiring commission were present at 
the meeting to effect transfer of funds 
and records to the new group. 


DESPITE the 
fact that the 
National Con- 
vention of In- 
surance Commissioners refused ap- 
proval of the simplified classification 
of risks plan worked out by the Wis- 
consin Insurance Department the new 
plan will be adopted in Wisconsin 
January 1st, according to a recent an- 
nouncement by Commissioner Mor- 
tensen. The rating plan was made 


Wisconsin Adopts 
Own Fire Classi- 
fication Plan 

















to comply with a mandate of the last 
legislature. It reduces the 26 classi- 
fications now in effect to 12. 


“Wisconsin has never hesitated to 


venture on uncharted seas” Mr. 
Mortensen said. “It has pioneered 
much constructive legislation and 


blazed the trail in the enactment of 
many laws that have proved of great 
special benefit not to only its citizens 
but to the public at large. Those who 
have given careful study to the de- 
velopment of this plan are confident 
that it will demonstrate a superiority 
over any classification hitherto de- 
vised or used in the fire insurance 
field and believe it will make a valu- 
able contribution to the rating feature 
of fire insurance.” 


Adoption of the system means re- 
moval of the control of fire insurance 
rating from the company and placing 
full power with the state. 


Fire Losses Creep THE month of 
Up in June June saw a 2.9% 

increase in the 
fire loss as compared with that for 
June 1931, according to the monthly 
report of the National Board of Fire 
Underwriters. During last month the 
reported losses were $34,338,670, 
which is an increase of $970,292 over 
the total for June 1931. The fire ex- 
perience took an unfavorable turn in 
March, and the past four months have 
showed increases. That of last month 
is decidedly smaller than those of the 
preceding months. The loss for the 
first six months of 1932 is $3,101,709 
greater than that for the preceding 
year, 


Business Failures BRA D - 
Decrease STREETS 
report shows 


that June business failures were the 
smallest of any month since December 
1931, decreasing 22.3% from the high 
mark which was reached in January. 


Upholds Limitation of 
Compensation Claims 


THE Ohio 
Supreme 
Court has 
upheld the 1931 statutes prescribing 
a limitation of ten years for the re- 
opening of workmen’s compensation 
claims and making this limitation 
specifically applicable to claims filed 
prior as well as subsequent to the 
amendment. The claimant contended 
that he had a vested right to com- 
pensation for his injury which could 
not be impaired or affected by sub- 
sequent legislation because he had 
filed his application for modification 
of awards prior to the enactment of 
the statute. Before the amendment 
was written into the law there was no 
prescribed limitation except as to the 
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time of filing the original claim for 
benefits. The court held that the 
right to recover for workmen’s com- 
pensation is solely of statutory crea- 
tion and that the legislature, there- 
fore, has the right to impose a ten 
year limitation on all claims whether 
filed before or after the statute was 
amended. 


Spiked Heel Like the 
Spiked Drink has 
no Legal Standing 


THE Mich- 
igan Su- 
preme Court 
has held that 
a woman who wears spike heels on 
her shoes does it on her own responsi- 
bility, and if she catches them in a 
grating of a hot air register, she has 
no recourse for damages. The case 
was that of Shorkey v. Great At- 
lantic & Pacific Tea Stores. 


Maine Mutuals Hold THE 19h 
Annual Meeting annual meet- 
ing of the 
Maine Association of Mutual Fire 
Insurance Companies was held in the 
State House at Augusta, Maine, on 
June 29th. Harvey S. McGlaughlin 
of Presque Isle was re-elected Pres- 
ident, and Phillip L. Blanchard of 
Cumberland Center was retained as 
Secretary. Louis A. Jack of Lisbon 
Falls, O. K. Storey of Washburn, and 
E. C. Buzzell of Fryeburg, were 
chosen for the executive committee. 


The meeting was addressed by Wil- 
bur D. Spencer, Insurance Commis- 
sioner of the state of Maine, and 
Harry P. Cooper, Secretary of the 
National Association of Mutual Fire 
Insurance Companies. 


YOUNG E. ALLI- 
SON, Sr. Chairman 
of the Board of the 
Insurance Field of Louisville, died 
suddenly July 7th of heart failure. 

Mr. Allison founded the Insurance 
Field in 1887 and was extremely well 
known among insurance men gen- 
erally. Much of his work was dis- 
tinguished by a broad and delightful 
sense of humor which made it fas- 
cinating reading. The Insurance 
Field, under his leadership, was in 
the very forefront of opposition to 
the mutuals and the Journal of Amer- 
ican Insurance joins with many others 
in regreting the passing of a sprightly 
antagonist who, although his ideas 
seemed to us misguided, neverthe- 
less had the faculty of always being 
interesting. Our sympathy is ex- 
tended to his family and his asso- 
ciates. 


Praise for a 


Fallen Foe 


Fewer Accidents TWO hundred 
this Fourth of July and forty lives 

was the price 
paid by the United States in celebrat- 








7 


ing its 156th Anniversary. Tragic as 
it is, this figure is substantially be- 
low that of last year when nearly 500 
persons were killed in the com- 
memoration of the occasion. 


In this year’s death record auto- 
mobile accidents were chiefly: re- 
sponsible, 119 succumbing in motor 
mishaps, with drowning and _fire- 
works as strong secondary causes of 
death. 


THE sstate of 
California is 
disposed to be 
very severe on any person who need- 
lessly endangers the forests of the state 
by fire. A recent incident, illustrates 
the drastic treatment meted out to 
offenders. A camper was charged 
with leaving a camp fire burning when 
he moved on to another location. He 
was convicted, the penalty imposed by 
the trial judge being a most unusual 
one, namely, that the guilty man 
should stay in jail “until it rained.” 
As rains are sometimes far apart in 
California he undoubtedly had a good 
opportunity to meditate on the neces- 
sity for care in the woods. 


R. LEIGHTON 
FOSTER, Sec- 
retary of the As- 
sociation of Su- 
perintendents of Insurance of the pro- 
vinces of Canada, and Superintendent 
of Insurance of Ontario, has an- 
nounced the tentative program for the 
15th annual conference of the Asso- 
ciation. This meeting will be held 
at Winnepeg, September 6th to 8th, 
and headquarters will be at the Fort 
Terry Hotel. 

The first day of the conference will 
be devoted to standing and _ special 
committees and to a private executive 
session, preliminary to the opening 
of the convention proper the next day. 


New Preventative 
for Forest Fires 


Canada Commis- 
sioners Meeting 
in September 


President B. A. Dugal, Superin- 
tendent of Insurance for Quebec, will 
open the conference at 10 a. m. Sep- 
tember 7th with his presidential ad- 
dress. Secretary Foster will next 
give his report followed by that of 
the standing committees on valuation 
of securities, fire insurance legisla- 
tion and blanks. Special committees 
dealing with the following will also be 
heard: Automobile Insurance Legis- 
lation and Policy Forms, Credit and 
Free Insurance, Uniform Life In- 
surance Agents Licensing Bill, Pro- 
posed Amendments to the Uniform 
Life Insurance Act, Statutory Con- 
ditions of Life Contracts and Stand- 
ard Provisions for Disability Benefits, 
Uniform Definitions of Insurance, 
and Desirable Amendments to Pro- 
vincial Insurance Statutes arising out 
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of the Enactment of the New Domin- 
ion Insurance Acts. All of these re- 
ports will be considered at the ses- 
sion on Thursday, September 8th. If 
deliberations are not concluded on 
that date, the conference will meet 
again on Friday to dispose of un- 
finished business. 
Standard Auto Policy 
for Canada 


ALL com- 
panies _ li- 
censed to 
transact automobile insurance in the 
provinces of Canada have been noti- 
fied that the ‘““Automobile Insurance 
Act” as enacted at the recent ses- 
sion of the Provincial Legislatures 
of British Columbia, Manitoba, On- 
tario and Nova Scotia, and in the 
three additional provinces of Alberta, 
Saskatchewan, and New Brunswick, 
conferred wide powers were upon the 
Lieutenant Governor and Council, 
which make the act effective in these 
provinces by order in council. On- 
tario already has proclaimed the act 
as effective September 1, 1932, and 
it was agreed among the provinces 
that it be made uniformly effective in 
all on that date. Superintendent R. 
Leighton Foster says: “The new act 
on and after the date of coming into 
force applies to all insurers carrying 
on the business of automobile insur- 
ance in each province and to all con- 
tracts made in the province. Inas- 
much as the act prescribes new forms 
of contract and involves new forms 
of policies, insurers are reminded that 
a new written application and a new 
form of policy must be issued in re- 
spect to all policies after the effective 
date of the act, either by what might 
be termed renewal or otherwise.” 

AUTOM O- 
BILE finance 
companies li- 
censed under the 
state motor vehicle finance act of 
Oregon are not authorized to trans- 
act an insurance business but must 
comply with the provisions of the 
Oregon insurance code as to the li- 
censing of insurance companies and 
agents in order to do so. State In- 
surance commissioner, A. H. Averill, 
by Attorney General I. H. Van 
Winkle recently pointed out that cer- 
tain finance companies were collecting 
and retaining insurance premiums 
from car purchasers and no policies 
were being issued. The companies 
contended that they had the authority 
under the motor vehicle finance act, 


Oregon Finance 
Companies Can't 
Write Insurance 


but the ruling of the Attorney Gen- 
eral is against this contention. 
Wisconsin Unemploy- THE State 


Industrial 
Commission 
of Wisconsin has issued a_ hand- 
book which contains a number of ap- 


ment Insurance Plans 
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proved standard voluntary plans for 
unemployment benefits and guaran- 
teed employment, which may be 
adopted by Wisconsin employers of 
175,000 workers by June 1, 1933, to 
prevent the recently enacted Com- 
pulsory Unemployment Compensa- 
tion Act from becoming effective. 

The main features of the voluntary 
plan proposed by the Commission fol- 
low closely the provisions of the com- 
pulsory plan prescribed in the law. 
They call for a reserve fund to be 
built up by contributions of the em- 
ployer, deposited with a company 
having trust company powers selected 
by the employer, and invested in cer- 
tain readily marketable classes of 
United States and Wisconsin munici- 
pal securities. 

During the first two years contribu- 
tions are to be 2% of the payroll, 
and thereafter 2% when the fund 
amounts to less than $55 per em- 
ployee, 1% when between $55 and 
$75 per empoyee, with no contribu- 
tion when the reserve fund is over 
$75 per employee. 

The basis of contributions will be 
the entire payroll of the employer, 
less monthly salaries of $300 or more, 
and guaranteed annual salaries of 
$1500 or more. 

In its other details the plan also 
follows closely the scheme of com- 
pulsory employment insurance which 
will be placed in effect if the em- 
ployers refuse to set up voluntary 
methods of providing unemployment 
relief. 

The commission pointed out that in 
determining whether the 175,000 
quota under voluntary plans has been 
achieved, all persons on the payroll of 
the employer will be counted, al- 
though many of these employees, of 
course, will not be eligible for bene- 
fits under the plan. Unless employers 
of 175,000 adopt voluntary plans by 
June 1, 1933, all employers of ten or 
more persons, except those in certain 
excepted trades, such as farm labor, 
domestic service, teaching, railroad 
and inter-state transportation and log- 
ging operations, must comply with the 
law by July 1, 1933. 
Much Class in This 
Mutual Booklet 


ONE of the 
smartest pub- 
lications for the 
advertising of mutual insurance that 
has come to our attention is the Anni- 
versary Bankers edition of Kemper 
Insurance. It gives very briefly the 
essential facts about the various 


Kemper companies and organizations, 
emphasizing the strong financial con- 
dition of the component units. In 
layout and typography it is designed 
to catch and hold the attention with- 
out any sacrifice of dignity. 





Senate Committee THE report 
Reports on Study of the United 
of Unemployment States Senate 


Insurance Committee ap- 
pointed to 
study unemployment insurance has 
been presented to the Senate and 
printed copies are now available. The 
Committee, consisting of Felix He- 
bert of Rhode Island and Robert F. 
Wagner of New York, has apparently 
arrived at the conclusion that any 
system of Federal Unemployment In- 
surance would be impracticable and 
undesirable. It believes that some 
form of legislation should be enacted 
in the several states, fixing a period 
during which industry can formulate 
plans for the establishment of proper 
reserves for an unemployment sys- 
tem under the supervision of the 
states. The committee considers that 
a system established by large em- 
ployers with their own reserves would 
perhaps prove the most satisfactory, 
but it is pointed out that this involves 
a problem in that relatively few em- 
ployers have any insurance plan. 
“The ideal solution to our minds,” 
says the report “would be the estab- 
lishment of reserves by private in- 
dustries in conjunction with their em- 
ployees, each plant employer taking 
care of his own employees, at the 
same time fostering and encouraging 
those systems of unemployment bene- 
fits which the workers themselves 
have maintained in some instances. 
But again, the experience of the past 
demonstrates to our satisfaction at 
least, that industry will not, at least 
for a long time, if ever, take upon it- 
self without compulsion the estab- 
lishment of such reserves. Therefore, 
we conclude that ultimately, at least, 
the state should formulate some pro- 
gram.” 
North Dakota 
Mutual 


Convention 


THE annual conven- 
tion of the North 
Dakota Association 
of Farmers Mutual 
Insurance Companies was held at 
Rugby recently. President George 
Dickinson, Minnewaukan, presided. 
Talks were given by Stanley Case, 
States Attorney of Pierce County; 
L. W. Miller, Secretary of the Far- 
mers Mutual, Harvey ; Senator W. D. 
Lynch, Attorney for North Dakota 
Farmers Mutual Tornado & Cyclone, 
La Moure; W. R. Overmire, Insur- 
ance Manager of Federal Alliance 
Bank, St. Paul; Harry P. Cooper, 
Secretary, National Association of 
Mutual Ins. Companies, Indianapolis : 
C. W. Cass, Insurance Manager of 
Bank of North Dakota, and S. A. 
Olsness, Insurance Commissioner. 
C. J. Robideau, State Secretary, La 
Moure was in charge of the meeting. 
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What the Public Sees Is the More Spectacular Type of Plate Glass Breakage But Much of Such Damage Is Purely Accidental 


Plate Glass Insurance 


Tracing the Progress of an Ancient Industry Up to its Present Status 
Where Diversified Uses Create Problems for the Underwriter 


LASS is one of the most an- 
(5 cient and the most modern of 

artificial materials. Its begin- 
nings have been the subject matter 
of scholarly research, and it is clear 
that the Egyptians knew about glass 
at least 4,300 years ago. In his ‘“Na- 
tural History” the Roman historian 
Pliny has left us an account of its 
accidental discovery. But despite all 
of the tremendous technological and 
other changes that have taken place 
in the world since those distant days, 
the making of glass has been carried 
on in much the same fashion as in the 
eleventh Egyptian dynasty. The 
principal source of power in the in- 
dustry continued to be the breath of 
human lungs; shapes, sizes and de- 
signs, even the most elementary, were 
the fashioning of human hands and 
hand tools. Glass-making, that is to 
say, was still an art, glass was expen- 
sive and in quality uneven. Plain 
window glass, to illustrate, had until 
1905 to be blown in cylinders by 
highly skilled workers, then cut and 
flattened out and trimmed to size. 
Now it is produced by mechanical 
methods directly in sheets—far more 
quickly, far more cheaply, and far 
more uniform in texture and size. 


By PROF. C. A. KULP 


Wharton School of Finance and Commerce, 
University of Pennsylvania 


The making of glass has become in 
the last twenty-five years a science 
and a big business. 

Not all glass in sheets is plate, and 
in fact, plate was a comparatively 
later comer into the glass family. The 
story goes that the first plate of glass 
was a pure accident. Some French 
glassmakers at the beginning of the 
sixteenth century had the good luck 
to upset a crucible filled with the 
molten ingredients of their product. 
To save as much of the batch as pos- 
sible, they took up the stone flags of 
the floor and discovered slabs or 
plates considerably larger than any 
they had been able to blow and cut 
by the established process. The basic 
method for making plate today is still 
essentially that suggested by this mis- 
hap: the glass is cast in sheets and 
rolled flat. Nowadays it is also an- 
nealed by reheating and slow cooling 
so that the tempered plate will be bet- 
ter able to withstand strains. linally 
it is ground to the desired thickness 
and polished. The result is a glass 
of very superior qualities: it may be 
made perfectly transparent, it is the 


strongest glass in proportion to 
weight, its defects are all ground and 
polished out. It is capable of almost 
an endless variety of colors, shapes 
and forms. In these modern days it 
appears as a hundred specialized 
products, many of them of great 
beauty. Their names mean nothing 
to the layman, but they will suggest 
something of the admirable artistic 
flexibility of plate glass: romanesque, 
syenite, ondoyant, florentine, argen- 
tine, carrara, opalite. 
ee 

‘HE basic sources of supply for 

this very old and very new prod- 
uct seem assured, for the principal 
raw materials—silica sand, soda ash 
and limestone—are not rare and are 
found evenly distributed throughout 
the world. As for demand, if this 
were not the age of steel and cement, 
we might call it the age of glass. 
Surely no building material has made 
the same giant strides in the last 
decade. Plate glass is used for three 
main purposes: for automobiles, for 
mirrors and for building. The auto- 
mobile alone takes 70 per cent of the 
total demand, and mostly accounts for 
the extremely rapid growth of the 
American plate glass industry since 
the war. So rapid was the rate of this 
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growth that in 1923, the peak year, 
we imported glass equal to 30 per cent 
of domestic production, and we are 
still importing large quantities, par- 
ticularly from Belgium, although 
there is plain evidence right now that 
the American plate glass industry, 
like many another in this country, 
has not only caught up with the fur- 
ious demand of the post-war decade 
but has considerably overrun it. The 
phenomenal expansion of the entire 
automobile industry, and particularly 
the change from open to closed models 
has given the main impetus to the 
boom in plate glass. Entirely apart 
from the current depression, we can 
hardly expect a further increase in 
support from this source. 


It appears reasonable that the most 
important source of increased de- 
mand for plate glass will come in the 
future from architects and builders. 
The possibilities here are truly re- 
markable. Modern architecture de- 
mands modern materials. Expensive 
heavy stone and brick, the principal 
function of which is now to provide 
a veneer rather than to support a 
structure, are steadily losing favor. 
Steel and glass—light, strong, plastic 
—play ever a greater and greater part 
in construction. A fine sky-scraper 
just completed in Philadelphia adver- 
tises that its outer walls are more than 
half glass. In Chicago, apartment 
houses are planned to be made almost 
entirely of glass. Everyone is fa- 
miliar with the important role as- 
signed to glass in the merchandising 
of all sorts of goods in our large 
cities. In some of the newest stores 
every article is perfectly visible to 
every customer. Whole store fronts 
are made of glass, often hand cut or 
in color. The insistent demand for 
outside display space has created the 
arcade, a street within a building. 
There are available a number of esti- 
mates of the selling value of exterior 
show space that are highly interesting 
and informative. One survey of over 
31,000 stores throughout the country, 
large and small, places the “pulling 
power” of their display windows at 
50 per cent of the store rental; the 
United Cigar Stores average is 70 
per cent. More specifically, one 
original-minded druggist conducted 
a controlled experiment on his own 
windows. He eliminated window dis- 
plays entirely for 21 days, and at the 
end of that period he found he had 
suffered declines in sales (ruling out 
prescriptions) ranging for different 
classes of goods between 10 and 41 
per cent. Toilet goods sales dropped 
18 per cent, rubber goods 22, candy 
32, and specialities 41. On terms like 
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these it is clear that plate glass display 
space has a real demonstrable value. 


Plate Glass Hazard 

FE JR several reasons it is difficult 

to state definitely the amount of 
plate glass exposed in this country 
to risk of breakage. Records of in- 
surance companies are comparatively 
useless for this purpose. Almost al- 
ways, as we shall see, plate glass 
policies have no face value, and most 
plates are not insured. There are 
also no outside comprehensive con- 
tinuous records such as are collected 
and maintained, for example, for 
automobiles, checking accounts and 
steam boilers, for reasons quite other 
than insurance. The total, however, 
including automobile glass is not less 
than $675,000,000 and quite probably 
is greater. Certainly the amount of 
plate glass property exposed to risk 
of loss compared with that of many 
other casualty covers is not large, but 
it suggests the possibility of a vigor- 
ous and growing line of insurance. 

Analysis of the causes of plate glass 
loss, particularly in buildings, corrob- 
orates this inference that there 
should be a place in the sun for plate 
glass insurance. Slammed doors, 
stones flipped by automobiles and ex- 
plosions are interesting and contribu- 
tory factors, but the most important 
cause must still be classified as “un- 
known.” It is estimated by insurance 
companies that no less than 40 per 
cent of the total annual plate glass 
loss bill comes under this head. More- 
over, it is significant that the insur- 
ance classification “unknown” is en- 
tirely on the basis of physical cause, 
and a much higher proportion of loss 
is unknown in the sense that it is un- 
recoverable. For example, plates are 
broken by persons leaning against 
them, by riot, and by thrown stones. 
The physical causes ,of the loss in 
each case are quite evident, but to all 
intents and purposes the perpetrators 
are neither identifiable nor responsi- 
ble. This is true of almost every 
single cause of plate glass loss. 

One of the most interesting char- 
acteristics of the plate glass risk is 
that not only is the cause of loss 
usually unknown, it is not even hu- 
man. Windstorms; the rays of the 
sun, frost, snow, hail and ice; sharp 
differences in temperature between 
two sides of a plate; the natural set- 
tling of a building, particularly if a 
new one—no one can be sued to make 
good the damages resulting from 
these agencies. Solid proof of this 
is that insurance companies are almost 
never able to make use of the power 
of subrogation they reserve to them- 
selves in the plate glass insurance 
policy. 





Plate Glass Insurance 


HE physical and financial nature 

of the plate glass hazard would 
appear to make inevitable a large and 
rapidly growing line of insurance to 
safeguard it. Yet the volume of 
premiums is a very modest one, and 
for the last 5 years appears to be 
standing still. The following figures 
are for net earned premiums for stock 
and mutual companies since 1923: 


1923... .$13,420,924 1927... .$16,997,973 


1924.... 15,067,800 1928.... 15,820,241 
1925.... 15,984,097 1929.... 14,747,152 
1926.... 17,677,109 1930.... 13,580,669 


The increase in premiums up to 
1926 was a real one, and not simply 
a reflection of rising prices for glass 
since every year from 1923 to 1931 
plate glass prices have been lower 
than the year before. (The most 
important single determinant of the 
level of plate glass insurance pre- 
miums is the cost of glass.) But 
since 1926 the decline in premiums 
has been greater than can be ac- 
counted for by the change in glass 
prices. While the latter have dropped 
21 per cent, premium volume is down 
23 per cent. The business has not, 
on this basis of comparison, quite 
held its own. When comparison is 
made with the figures for production 
and imports—the fundamental basis 
of potential demand for insurance— 
the failure of the companies to capi- 
talize their opportunities is still more 
marked. What are the reasons? 


For several important reasons, 
aside from price fluctuations, an in- 
crease in the use of plate glass does 
not necessarily mean an increase in 
plate glass insurance. To consider 
first the relation between insurance 
and building, it is estimated that not 
more than one-half of glass plates on 
the grade floor or below are at present 
insured, and above grade not more 
than 10 or 15 per cent. The physical 
nature of the risk and current under- 
writing practice combine in this re 
sult. The owner knows that the dan- 
ger of a plate glass loss becomes less 
as the distance from heaviest traffic 
decreases, and even if a loss should 
occur to remoter plates he is not 
nearly so much interested in quick re- 
placement or indemnity. Even the 
recent extensive use of second and 
even third floor space for display has 
had small effect on the ratio of plates 
insured to plates exposed. In this 
attitude the companies have sup- 
ported, if they have not even en- 
couraged, the owner. Underinsurance 
in the ordinary meaning of that term 
is not a problem of plate glass under- 
writing, but the business has a prob- 
lem closely related to it. The owner 


either insures a designated plate or he 











does not; he insures the whole plate 
and not a part of it; taking each plate 
as a separate risk it is impossible for 
him to carry too little or too much 
insurance. Indeed, save in a few 
cases—to be referred to presently— 
there is no nominal value or face 
either for the entire policy or for any 
particular plate. There is, however, 
an underwriting difficulty analogous 
to underinsurance which serves to 
keep down the total of premiums. It 
is self-selection, that is, the selection 
of risk by the insured. Under cur- 
rent practice he may designate for 
insurance only that glass which is in 
greatest jeopardy, fronts and large 
plates, have the insurance company 
assume the most serious risk, and re- 
serve to himself the privilege of self- 
insuring glass in positions of com- 
parative safety. Of course, individual 
companies might set up underwriting 
restrictions to minimize self-selection 
but there is no evidence that they have 
done so. Besides, casualty companies 
almost always have other insurance 
lines on the same property, and it is 
proverbial that agency forces are 
tempted to side with the insured. The 
problem of self-selection has not been 
solved. It can hardly be said to have 
been attacked. 
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A Large Field Yet to Be Developed Is Coverage of Plate Glass 


HAT the companies can do to 

combat self-selection is not at 
all obvious. To require insurance on 
either all plates or none might result 
in evena smaller volume of premiums 
than now. Two rather convincing 
arguments are even now in the hands 
of every agent if he will use them. 
They are used not nearly as often as 
they might be. Considering the serv- 
ice provided by the plate glass insurer 


JourNAL OF AMERICAN INSURANCE 


—as we shall see it is almost unique 
in its scope and quality—the insurer 
is getting a very ample dollar’s worth 
for his plate glass premium. The 
annual ratio of claims to policies is 
one to four, a rate twenty times more 
frequent than in fire insurance. There 
is not another casualty line that makes 
good on its promises so early and so 
often. Of course insurance of less 
exposed plates would bring down this 
ratio somewhat, but the owners have 
still to insure one-half of the grade 
plates, and even if non-grade plates 
were insured in greater quantity, the 
claim-policy ratio would still be at- 
tractively high. At the same time the 
average premium is a small absolute 
amount, only about $25. If these 
arguments were combined with em- 
phasis on the extent of the direct 
money losses that follow plate glass 
breakages, it seems plausible that the 
premium total could be greatly in- 
creased. Hotels and office buildings 
are now being offered reduced rates 
if all exterior or interior glass is in- 
sured. This suggests the possible 
application to other risks. The possi- 
bilities of experience rating for this 
purpose are discussed later. 

One other very solid fact obstructs 
at present an immediate and propor- 


Js 
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tionate reflection in the volume of 
plate glass insurance of the increased 
use of plate glass. Nearly three- 
quarters of all plate glass goes into 
the automobile, and the automobile 
owner as a group has not yet heard 
of insurance to cover his glass hazard. 
There were registered in the United 
States in 1931 over 22,000,000 private 
passenger automobiles, and not more 
than 50,000 of these were covered di- 





11 


rectly by plate glass insurance. Total 
premiums for this line are not over 
$250,000 and are probably less. Col- 
lision insurance is an alternative way 
of covering plate glass loss, but most 
owners are unwilling or unable to pay 
for full coverage collision insurance, 
and if they have a deductible collision 
form the effect is to exclude protec- 
tion for the plate glass risk. The 
usual automobile glass loss does not 
exceed $50, and most deductible 
forms are written for $50 or above. 
Nor is the hazard for the owner a 
small one. Underwriters say that 
more than 40 per cent of automobile 
glass losses result from the slamming 
of doors alone, a cause repeated so 
frequently as to be commonplace. 
Until plate glass insurers can tap 
this, by far the greatest present source 
of demand, they cannot expect to capi- 
talize fully the great use of plate 
glass. Mistakenly discouraged by 
the small average premium ($5 for 
closed passenger cars) they neglect 
their biggest aggregate market. 
Plate glass is one of the oldest of 
American casualty insurances. Only 
accident insurance precedes it, by 3 
years. The first company ever to 
write the line in this country was the 
United States Plate Glass Insurance 


i 


oe fy 











in Automobiles 


Company in 1867 and it is still in busi- 
ness. Organized as a mono-line com- 
pany it is distinctive in that it has 
never abandoned this tradition, and 
while not the giant of the business it 
once was, it still does a respectable 
volume of premiums. The earliest 
plate glass policies quite naturally fol- 
lowed the precedents set by existing 
insurances, and insured plates for 
definite amounts. But even in these 
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pioneer days the plate glass policy 
was distinguished for its brevity and 
simplicity. From the beginning, the 
company has been permitted to re- 
place the plate as a mode of claim 
settlement, a practice bound to keep 
at a minimum controversy and litiga- 
tion over claims. The structure of 
the policy form itself, aside from the 
replacement clause, has also contri- 
buted to this same happy situation. 
Policy exceptions and limitations have 
at no time been extremely detailed or 
technical; its simplicity may be gath- 
ered from the fact that the policy 
issued down to 1929 was worded al- 
most precisely the same as that of 
1867. In 1929 a still more simple 
contract was devised. 
Plate Glass Policy 

HIE plate glass underwriter takes 

great pride in pointing to his con- 
tract as the simplest insurance policy 
written. It is the literal truth. One 
evidence of this claim rests not on the 
policy itself, but on the almost com- 
plete freedom of plate glass insurance 
from the contested claims, the lengthy 
and bitter litigations, the costly de- 
fenses of suits that characterize other 
casualty lines. The student of insur- 
ance is hard put to it to find even a 
single court case involving a disputed 
claim settlement and illustrating the 
interpretation of the policy. The 
writer has been searching continu- 
ously for a number of years and liter- 
ally year after year passes and not 
one claim reaches the courts. Nota 
criticism of other insurers nor a puff 
for a particular class of underwriters 
—most plate glass insurance is writ- 
ten by multi-line casualty companies 
—this ideal situation flows princi- 
pally from the underwriting qualities 
of the insured hazard itself, to be 
presently described. 


Let us look at the plate glass policy, 
and to make the examination as direct 
and helpful as possible, we shall con- 
sider the contract not ploddingly line 
by line but functionally as the scat- 
tered sections define the promises and 
rights of both parties. 

Promises of the Company. The 
insuring clause in general use reads 
as follows, or in exactly similar lan- 
guage : 

“To indemnify the insured for all dam- 
age to glass lettering and ornamentation 
as described, caused by the accidental 
breakage of such glass.” 

There is in this clause nothing orig- 
inal, except its shortness and simplic- 
ity. The word “accidental” is no- 
where more specifically described, but 
in claim practice it takes its dictionary 
meaning, and as long as the owner 
or his agents have not broken the 
plate deliberately all breakages are 
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accidental. In the old policies issued 
to 1929, “breakage” was more fully 
defined as a_ fracture extending 
through the entire thickness of the 
glass, and not a mere disfigurement. 
While for simplicity’s sake this ex- 
planatory clause is now omitted, this 
interpretation still applies. To be 
covered each plate must be separately 
described in the application. 

What makes the plate glass policy 
truly unique is the operation of the 
replacement clause, an integral part in 
fact of the nominal insuring clause we 
have just quoted. Indemnity implies 
compensation in money, so the policy 
specifically provides in addition that 
“the company shall replace, without un- 
necessary delay, any broken glass, letter- 
ing or ornamentation, or pay for the same 
in money, as the company may elect.” 
Of course other insurances, for ex- 
ample, fire and burglary, also contain 
replacement clauses, but the nature of 
the insured property covered by these 
lines makes this method of settlement 
the rare exception. In plate glass 
insurance, actually less than 2 per 
cent of plate glass losses are settled 
by the payment of cash. Except for 
certain kinds of special glass no value 
is assigned to particular plates, nor 
(except when such glass is included) 
has the plate glass policy a face or 
nominal value. Where there are un- 
usual or intangible artistic or anti- 
quarian values attaching to glass, 
where because of distance from the 
place of manufacture or for some 
other reason the probability of delay 
in replacement is great, where there 
is a grave chance of breakage in ship- 
ment or installation, plates or designs 
are valued. In this category fall, 
for example: art, cathedral, memorial 
and jewel glass; designs, glass signs, 
lettering and ornamentation; large 
bent plates; argentine, opalite, car- 
rara, and similar glass; etc. Even 
valued plates, of coursé, the company 
may elect to replace, if it considers 
advisable. Where replacement is im- 
possible or for the sake of holding 
good will inadvisable, the alternative 
of money payment is used. In plate 
glass underwriting service is no mere 
selling dodge. Practically the insured 
buys, not insurance, but a replacement 
service. Agents are instructed to em- 
phasize how quickly, not how liber- 
ally, the loss will be made good, and 
replacement of large plates in two or 
three hours is not at all unusual in 
the larger cities. 


This willingness of the company to 
stand practically in the place of a 
plate glass contractor has many ad- 
vantages for the glass owner. The 
price of plate glass fluctuates widely 
and frequently, particularly in periods 
of shortage, and the insurance policy 





takes from the owner not only the 
burden of hiring glaziers but the risk 
of glass price rises and declines as 
well. The actual work of repair and 
replacement in smaller cities is 
usually placed with a local glazier, 
who handles all of the work for one 
company or a group. In the larger 
cities, as in New York, the companies 
may form an association or plate glass 
bureau whose function it is to handle 
claim and related matters. The New 
York Bureau shows savings of at 
least 50 per cent over individual com- 
pany operations. 

Limits of Company Promises. It 
would perhaps not be surprising to 
find, somewhere else in the plate glass 
policy, various limiting and excepting 
clauses that would take much of the 
virtue out of so liberal an insuring 
clause. As a matter of fact up to 
1929, when the policy was still fur- 
ther simplified, there had been a few 
of these, but very few. There is now 
only one excepted cause of loss: fire, 
whether in the insured premises or 
elsewhere. The fire insurance policy 
covers damage to glass and plate glass 
coverage would only complicate loss 
adjustments. Until 1929 five other 
causes of loss might act to make the 
policy inoperative : 

Earthquake. 

Blowing up of any structure on 
land or water by civil, military 
or naval authority. 

Improper or incomplete glazing. 

Acts of workmen engaged in 
construction, demolition or 
alteration of or repairs to the 
part of the building or the 
frames therein in which the 
glass is located. 

Removal of the glass from its 
frame or permanent position. 


All of these are now removed. The 
third was hardly fair, since often the 
plate glass insurer itself or its agent 
had done the faulty glazing. The 
second was nominal; the first can al- 
ways be circumvented by blacklisting 
risks in earthquake country. Never- 
theless the changes are entirely in the 
right direction, and suggest the great 
desirability of the same action in 
other casualty contracts still burdened 
by legalese complexities. 

There is likewise only one excepted 
class of property: damage to frames, 
sashes and bars. The next time the 
subject of policy simplification comes 
up, the companies may very well con- 
sider the possibility of modifying this 
exception to full coverage. The com- 
pany has no desire of course to enter 
into a contract to maintain in good 
order various parts of the insured 
premises other than glass, but where 

(Continued on page 27) 
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Mutuals Demand Equal Representation 
On Virginia Auto Rating Bureau 


ARLY in 1932 the State of Vir- 
ginia, by legislative Act, em- 
powered the State Corporation 

Commission to approve automobile 
liability rates and at the same time 
provided for the creation of a bureau 
designed to administer them. On the 
16th day of June, 1932 a meeting of 
the companies was held in Richmond 
to consider the organization of such 
a bureau, Honorable George A. 
Bowles acting as Chairman of the 
meeting and Mr. Edward E. Cadmus, 
who is General Manager of the 
Workmen’s Compensation Bureau, 
acting as Secretary. A committee con- 
sisting of two stock and two non- 
stock members was appointed by the 
Chairman for the purpose of drafting 
a bureau constitution. The two 
groups were not able to agree in three 
important particulars —the first on 
the question as to whether or not the 
bureau should be non-partisan and 
governed by a balanced committee of 
non-stock and stock carriers; second, 
on the question of the inclusion in 
the constitution of a complete state- 
ment of objects for which the bureau 
is to be formed; and third, on the 
number constituting a quorum, and 
proxy voting. 


The stock members, being in the 
majority, controlled the meeting and 
voted to adopt the constitution sub- 
mitted by the National Bureau of 
Casualty & Surety Underwriters. 
The non-stock members announced 
an appeal to the Corporation Com- 
mission on the three points at issue. 
In spite of the fact that the constitu- 


tion adopted by the stock companies 
required the signature of responsible 
officials of the companies, in order to 
constitute them members, the stock 
carriers proceeded to organize the 
bureau by the election of the Govern- 
ing Committee over the protests of 
the non-stock carriers, who insisted 
that the State Corporation Commis- 
sion should first be given an opportu- 
nity to pass upon the questions at 
issue, This suggestion was ignored 
by the stock carriers, who proceeded 
to nominate members for the Govern- 
ing Committee, whereupon the non- 
stock carriers withdrew from the 
meeting, refusing to take part in 
what they considered to be an illegal 
proceeding. 


ry y 


N the basis of the petition filed 

by the non-stock carriers, the 
State Corporation Commission 
granted a hearing on July 18th, when 
the questions were argued by both 
sides. After clearing away sundry 
technical details, it appeared that the 
important feature of the entire con- 
troversy was bound up in the determi- 
nation of whether the Governing 
Board was to be non-partisan to the 
extent of providing for equal repre- 
sentation of non-stock and stock car- 
riers. The stock companies stood out 
from the first for an unbalanced board 
dominated by them, and the only 
argument which they advanced for 
this position was that they had a 
greater number of companies doing 
business in the state and a greater 
automobile premium volume. How- 
ever, they also set up the objection 














that the State Corporation Commis- 
sion did not have jurisdiction to ap- 
prove or disapprove the bureau con- 
stitution and that its only authority 
extended over the approval or dis- 
approval of rules and _ regulations 
formulated by the bureau. Contro- 
verting the latter point, the non-stock 
representatives argued fully the ques- 
tion of the authority of the State Cor- 
poration Commission, and during the 
course of the argument the Chairman 
of the Commission announced that 
the Commission had such authority 
and would proceed to act under it. — 

The stock companies contended 
that of the seven Bureau Governing 
Committee members provided for in 
the constitution which they adopted, 
the non-stock carriers were entitled 
to but one place. The stock compa- 
nies, seek to create a very queer situ- 
ation when they advocate that the 
representation on the Governing 
Board of the bureau should be ap- 
portioned according to the business 
done by the various groups involved. 
Carrying such a scheme to its logical 
conclusion would mean that if there 
were to be seven members on the 
Board, these members should be re- 
stricted to the seven companies pro- 
ducing the biggest premium volume 
in Virginia. In the face of the fact 
that the bureau is to administer the 
rates and rules of the various carriers 
and groups of carriers, as filed by the 
Corporation, this argument boiled 
down to its bare fundamentals con- 
tends that because a certain carrier 
has a large premium volume it should 
be permitted to control and to domi- 
nate the administration of the rates 
and the rules and regulations pertain- 
ing to such rates of other carriers 
having a lesser premium volume, even 
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though such rates and rules and regu- 
lations may be entirely different from 
those used by the dominating group. 
It would be quite as ridiculous as if 
an individual, or interests, paying 
large income taxes or Federal taxes 
should assert that he or they should 
be given power to administer the 
affairs of other citizens or interests 
who pay lesser amounts. Even giv- 
ing the stock carriers credit for the 
very best of motives, it is rather too 
much to expect of human nature that 
where the advantage of great power 
is conferred on one type of business 
which has always shown itself to be 
partisan in matters of competition it 
would refrain from similar tactics in 
the management of the bureau; nor 
would the fact that the decisions of 
the bureau could be appealed to the 
Commission remedy the all too appar- 
ent evils which might arise. Decisions 
of the Governing Committee involv- 
ing competitive matters could easily 
operate to the detriment of companies 
not in control, and the fact that the 
Corporation Commission could pass 
upon such matters after the damage 
was done would result in correcting 
the situation only for the future, but 
in the meantime valuable business 
may have been lost. 


HE Bureau will naturally be re- 

quired to interpret the various 
rating rules and regulations filed by 
the various carriers and approved by 
the Commission. The controlling 
group may base such interpretation 
on competitive considerations to the 
disadvantage of the group not in con- 
trol. The non-stock carriers con- 
tended that a bureau created for the 
purpose of administering rates should 
do so impartially with the utmost 
fairness to all carriers and groups of 
carriers and to the public, and their 
question as to why one group should 
be given absolute control over the 
interpretation of the rules and regu- 
lations applying to the rates of the 
other was not and has not been satis- 
factorily answered. 


More than that the Bureau will 
operate a stamping office which will 
require that a copy of the application 
of every policy of insurance written 
by the carrier member be filed for 
the purpose of stamping the applica- 
tions as to rates and classification. 
And the further question raised by 
the non-stock carriers as to why they 
should be required to file information 
which will disclose the business on 
their books, its character and the 
time of its expiration to the members 
of a bureau controlled by the stock 
group has not been satisfactorily an- 
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swered either. It is apparent that 
such information might easily be used 
for competitive advantage in an un- 
balanced bureau. 


The Bureau will undoubtedly be 
called upon to compute the experience 
rate on automobile fleets based upon 
the experience supplied to the Bureau 
by the various carriers — non-stock 
and stock. This has within it many 
competitive elements and if the func- 
tion is conducted in a partisan man- 
ner, as it may easily be under an un- 
balanced bureau, the minority group 
would be at a distinct competitive 
disadvantage. Why this should be 
permitted is another query that has 
not been satisfactorily answered. 


Under the set-up, the bureau in the 
normal functioning of an administra- 
tive bureau, may supply the oppor- 
tunity to grant special rates purely 
on the basis of judgment under the 
guise of equity rating. This means 
that the classification, the rates and 
the rating plans applicable to all other 
risks may be waived for the benefit 
of a certain specified risk for which a 
company or a particular group re- 
quest a special rate as a means of 
getting the business away from an- 
other carrier. Equity rating which is 
admittedly a high sounding name for 
common ordinary rate cutting, has 
very general application. This is 
provided for under the constitution 
of the National Bureau of Casualty 
and Surety Underwriters, which bu- 
reau would dominate in the set-up of 
the Virginia Bureau as provided for 
in the constitution adopted by the 
stock carriers. Inasmuch as one of 
the objects expressed in the constitu- 
tion of the National Bureau of Cas- 
ualty & Surety Underwriters is the 
promotion of the interests of stock 
insurance, the non-stock carriers con- 
tended that, through bureau domina- 
tion of the companies controlling the 
Virginia Bureau, the latter bureau 
would be a mere branch of the Na- 
tional Bureau and operated in a way 
to carry out the objects of that body, 
as expressed in its constitution. 


Se 


T was further contended by the 

non-stocks that it was entirely 
possible that the Commission would 
call upon the Virginia Bureau to 
collate the experience of the various 
companies writing automobile public 
liability insurance in the state for the 
use of the Commission in determining 
whether the rates filed for approval 
were fair, reasonable, adequate and 
non-discriminatory and that, in that 
event, it would be decidedly unfair to 
require one competing group to fur- 
nish such information to a bureau 





controlled by the other. The non- 
stocks further argued that it is but 
natural, in connection with the vari- 
ous functions of a bureau of the char- 
acter described, there would be bound 
to arise many conflicts between the 
bureau staff and the individual com- 
panies with respect to classification, 
experience rating, equity rating, etc., 
which would go into the Governing 
Committee for decision. Quite as 
naturally they would act as one group 
through majority control and thus 
judge not only their own matters but 
likewise those of its competitors. 
This question also was not satisfac- 
torily answered and the challenge to 
the stock carriers to show wherein 
equal representation by both groups 
on a governing committee of the Vir- 
ginia Bureau would result to the dis- 
advantage of stock insurance in any 
particular, was not met. There is no 
question but that equal representation 
is the only way to insure fair treat- 
ment to all. 

In a later decision the State Corpo- 
ration Commission ordered the con- 
stitution revised giving the non-stock 
carriers two places on the Committee 
and also instructed the inclusion of 
an amendment making it possible for 
a meeting to be called at the request 
of any two members. The decision 
was unsatisfactory to the non-stock 
carriers who filed a petition for re- 
hearing. Upon the hearing of the 
petition the non-stock carriers raised 
certain constitutional objections to 
the act and at the same time suggested 
that they be permitted to set up their 
own department within the bureau 
for the administration of the rates 
approved for their use by the State 


Corporation. 
QO 


UST before going to press telegra- 
phic word was received that the 
petition for the rehearing was denied. 
The non-stock carriers did not par- 
ticipate in the meeting of the carriers 
held on August Ist for the election 
of a new Governing Committee or- 
dered by the State Corporation Com- 
mission. It is reported that the stock 
companies elected five members to 
serve on the committee. The mutual 
companies to elect two, should they 
decide to abide by the decision of the 
Commission and not carry the matter 
to the courts. 

The various non-stock interests 
will confer on the next steps to be 
taken and it is anticipated that their 
decision will be announced within a 
few days. 





Bright Beginning 
“Hello, Tom, got a job yet?” 
“Yes, I’m selling furniture now.” 
“Selling much?” 
“Only my own, so far.”—Stray Bits. 

















England Moved THE automobile 
by Auto Deaths death toll in Great 

3ritain has _ be- 
come a national nightmare, continu- 
ally forcing the subject to the floor 
of the House of Commons. The Min- 
ister of Transportation, P. J. Pybus, 
warned the country that “the only 
solution of this tragic problem lies in 
the enactment of new legislation in- 
volving the imposition of more severe 
penalties on careless and dangerous 
drivers.” A special parliamentary 
committee has been set to consider 
the question and the National Safety 
Council is urging London to con- 
struct more crossing subways. John 
A. Parkinson, member of Parliament, 
demands that busses be forced to use 
cow catchers. 


The daily fatality rate in England 
is 18, as compared with 90 a day 
killed by automobiles in this country. 


THE American 
fire loss has long 
been pointed out 
as being far higher 
than that of European nations gen- 
erally. The latest figures for 1931 
show that America continues to lead 
in the destruction of property. The 
total fire loss for this country was 
$464,633,265 or $3.74 per capita. In 
contrast to this the loss in Great 
Britain and Ireland for the same 
period was $47,932,245 or a per capita 
loss of $1.04. This is comparatively 
high for the British Isles, ‘since the 
loss in 1927 was only 87c per capita 
and in a large number of recent years 
it has been under a dollar. On the 
other hand the American fire loss is 
the lowest per capita figure ever re- 
corded and in most recent years the 
loss has been above $4.00 per capita. 

Although we are making progress 
there is still a long way to go. 


America Not So 
Proud to Lead 
Here 


Explain British A statement has 
Columbia Law __ been prepared by 
Assistant Trade 


Commissioner William P. Sargent of 
the Department of Commerce, sta- 
tioned at Vancouver, in explanation 
of the new automobile insurance leg- 
islation which becomes effective in 
British Columbia, Canada, Septem- 
ber 1, 1932. The statement follows in 
full text: 


“An order in Council has been passed by 
the Provincial Cabinet of British Columbia 
fixing September Ist, 1932 as the date when 
the new automobile insurance legislation, 
passed at the last session of the Provincial 
Legislature, will go into effect. 


“The Motor. Vehicle Act, as now 
amended, provides that the license of any 
person committing certain offenses, or 
causing an accident for which he is liable 
to pay damages, shall be suspended. Be- 
fore the license can be reinstated the 
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offender must establish his future financial 
responsibility before the officer in charge 
of the motor vehicle branch and, where 
damages have been caused, must pay for 
them up to $5,000 in case of personal in- 
jury and $1,000 in case of property 
damage. 


“Tn the required cases financial responsi- 
bility may be established by means of a 
cash deposit, a bond or an _ insurance 
policy, the form of which is prescribed by 
the insurance act. The foregoing provi- 
sions are applicable to visitors from out- 
side the province in the event that they 
are found guilty of the offenses or acts 
specified by the law. 

“An amendment to the insurance act 
provides especially for a motor vehicle 
liability policy which must be issued by 
all companies engaged in this class of 
business. The policy protects not only the 
insured but all persons using a car with 
the consent of the insured against liability 
for damages. The standard policy will not 
afford the gratuitous passenger any right 
to claim damages from the owner or driver 
of the car in which that passenger is riding. 

“Any auto owner who wishes to be pro- 
tected against this form of liability will 
have to have this policy specially endorsed.” 


HON. GEORGE 
S. VAN SCHAICK, 
Superintendent of 
Insurance, has in press the first vol- 
ume of the seventy-third report of the 
department, dealing with the varied 
lines transacted by fire and marine 
insurance companies and summa- 
rizing the 1931 statements of such 
companies authorized in New York 
State as audited by the department. 
An abstract of each company state- 
ment is presented and the entire busi- 
ness of the companies is summarized 
in tabular form. 


Statisticians 


Take Notice 


The volume is prefaced with the 
superintendent’s report to the 1932 
Legislature, in the form of text and 
tables, reviewing the activities of the 
year 1931. The 1932 insurance legis- 
lation will be shown in a later volume. 


The aggregate business of 285 
joint-stock and 73 mutual fire and 
marine companies authorized in New 
York State during 1931 and their 
condition at the end of that year, are 
summarized as follows: 
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In addition to the above companies, 
nineteen Lloyds and _ inter-insurers 
associations show assets of $26,646,- 
761 ; liabilities, $8,057,685 ; premium 
income, $8,652,135; losses paid, $4,- 
055,154. 

The total of fire premium received 
in New York State during 1931 by 
joint-stock and mutual companies 
was $86,138,814; fire losses incurred, 
$41,315,447. 

Ocean marine premiums received 
by joint-stock and mutual companies 
in New York totaled $22,494,521 ; 
losses incurred $9,474,714. 

All premiums other than fire and 
ocean marine received by joint-stock 
and mutual companies in New York, 
including motor vehicle, aircraft, in- 
land navigation, tornado, windstorm, 
hail, sprinkler leakage, earthquake, 
etc., $35,996,473; losses incurred, 
$18,556,463. 

Total amount of fire risks written 
by joint-stock and mutual companies 
in New York during 1931 was $14,- 
157,463,833: a decrease of $36,027,- 
263 as compared with 1930. 

Total amount of all risks other 
than fire written in New York $32,- 
471,991,860, a decrease of $4,331,- 
165,724; of which principal sum 
$5,801,225,129 covered ocean marine 
risks, a decrease of $829,121,999 for 
1931 as compared with 1930. 

Earthquake insurance risks written 
in New York last year amounted to 
$30,379,307, as compared with $44,- 
743,244 in the year previous, while 
aircraft insurance totaled $8,263,999 
as against $38,263,999 for 1930. _ 

To joint-stock and mutual fire in- 
surance may be added the business of 
165 New York co-operative fire com- 
panies, which are shown in an ad- 
vance report issued in April last as 
having at the beginning of 1932 as- 
sets totaling $4,690,485, liabilities of 
$2,935,731, risks totaling $1,100,068,- 
024, premium income $5,160,761, 
losses paid in 1931 $3,854,932. This 
business is almost wholly in New 
York State and outside of New York 
City. 





Assets, December 31 
Liabilities 
Capital 

Surplus 
Fire premium income 

Other premium income 
Total income 
Fire losses paid 
Other losses paid 
Total disbursements 
Fire risks written in year................ 
Other risks written in year............... 
Total in force end of year..............-- 


- -DLI4, 


Ageregates—1931 Gain or loss over 1930 


..$ 2,497,365,242 $ 136,358,839 
a 1,373,145,859 | 126,122,970 
oe 398,143,118 — 25,613,915 
es 726,076,265 — 236,867,894 
me 630,073,152 — 84,667,071 
sie 231,912,359 - 33,415,600 
te 1,044,273,418 - 134,564,811 
aa 354,130,165 - 26,248,348 
sy 110,211,059 ; 22,301,062 
a 1,140,580,976 _— 95,154,823 
.. 183,058,096,697 — 2,566,896,151 
.. 162,746,114,716 — 4,763,203,494 


—$9 460,526,069 

















Other Notes About the Insurance World Will Be Found on Pages 
5-6-7 and 8 and on Subsequent Pages 
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Stock Propaganda Citations a 
Travesty On Law 
‘i Spring of 1862, in the midst of the Civil War 


was a red letter season for the world of stock com- 

pany insurance. On a certain dramatic day of that 

year Judge Selden of the New York Court of Appeals 
handed down a decision in the case of White v. Madison, 
which has been referred to ever since as a body blow 
to mutual insurance. It seems that during the routine 
duty of a Deputy Sheriff a miscellaneous batch of 
property had been attached and was held in custody of 
the officer. A list of the goods is not available, but in 
the lot must have been several items of considerable 
value, such as a two-horse shay, a horse-hair sofa, or 
a stool whittled out of primeval walnut by somebody’s 
great-great-grandfather Ebenezer. The deputy in cal- 
culating the worth of the assembled property apparently 
became nervous lest some careless prisoner should set 
fire to the jailhouse and burn the goods. Without con- 
sulting the wishes of his superior this under-sheriff 
insured the property in question in a mutual company. 
At that moment some mysterious fate intervened— 
of just what nature is not set forth in the record. Per- 
haps it was the onset of one of the earlier cycles of 
economic depression, or it may have been the result of 
just the “ornery cussedness” of the sheriff’s nature 
when asked to pay a bill. At any rate the deputy’s boss 
said that his underling had no power to bind him for 
the cost of insurance on other peoples’ goods and thus 
the legal mill was started. In the law books of that day 
the fine spun decision of the case consumed several pages. 


Soon 


N! \W comes the triumph for the stock companies of 
1932—or what is sometimes called the thrilling cli- 
max or denouement. The judge, for some reascii or other 
not disclosed, gave evidence of not feeling well that day. 
No one knows whether it was a touch of indigestion, 
misbehavior of the spleen, or whether in other days the 
good justice had endeavored to run a stock company 
agency on the side—.Whatever the cause, the net effect 
was to inspire the court to depart from pure legal theory, 
phraseology and nomenclature, and put in a few gra- 
tuitous remarks of his own of the type called “obiter 
dictum”, which term among lawyers means, so far as 
the weight of the decision goes, “not worth the breath 
it is spoken with.” 


Casting about for a strong statement of his position 
this old time judge said: “He (the deputy) could not 
in effecting such insurance subject the sheriff to the 
hazard of that most unsafe of partnerships—a mutual 
insurance company.” 


In this the judge was simply talking through his 
derby, or silk topper or whatever headgear was the 
fashion among the legal lights of the time. His saying 
so, of course, did not make a mutual company a part- 
nership, which it distinctly is not. For a mutual is as 
much a corporate entity as is a stock company and the 
policyholders’ relation is not with each other but with 
the corporation. The case has never arisen directly in 
court, since legally it is a conflict of terms to call any 
corporation a partnership. The case coming nearest to 
this question was O’Neal vs. Grand Lodge Brotherhood 
of Railroad Trainmen which held that although the 
lodge was unincorporated the members were not part- 
ners. It would inevitably follow that an incorporated 
company would be on even more solid ground as to 
this point. 


Neither did the judge’s remark make a mutual “dan- 
gerous”. Mutual insurance throughout history has been 
in a better position in general than stock insurance, as 
witness the fact that 6634% of all mutuals have sur- 
vived and only 291%4% of all stock insurance companies 
remain. 

Now, any member of the bar, if you pay him to 
dig out the actual truth about the celebrated case of 
White v. Madison, will tell you that the issues involved 
were those of implied powers of deputies and agents, 
duties of sheriffs, insurable interests, implied warrantee 
of authority, and construction of pleadings. There was 
no discussion or suggestion as to whether an individual, 
state, county or municipality could insure in a mutual 
company. 

oOo 


IVING the judge due credit it must be surmised 

that he had no idea of perpetuating his name in the 
annals of the stock insurance business. He simply made 
a remark and doubtless when he saw it in print wished 
to goodness that he had not let his tongue slip in such 
a ridiculous fashion. 


No attorney in making up a brief against the general 
proposition of mutual insurance would ever include 
White v. Madison as a case which he would expect any 
court to study over even for a moment in this connec- 
tion. Yet this case remains as one of the outstanding 
exhibits among the gems of stock company propaganda, 
being cited as a serious reason why in the present day 
a business man should not listen to a mutual insurance 
solicitor. 

We have called attention to this case because it is 
typical of dozens of other legal decisions which are 
held up as proof that mutual insurance is dangerous. 
On our desk at the moment is a piece of stock company 
literature referring to a dozen or more cases, including 
White v. Madison, which have nothing more to do with 
the reliability of mutual insurance than the War of 1812 
had to do with the National League Pennant Race, yet 
they are all laid in a row and with mock solemnity 
labeled as so many tombstones to be planted over the 
heads of mutual companies. 

We repeat what we have said here before, that as 
yet there has come to our attention no legal decision 
in stock company propaganda of national distribution 
which bears directly upon any present day mutual prob- 

(Continued on page 18) 
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Life-Lights Against a Business Background 


The Universal I mprovers Associated 


LEFT a trail of salty perspira- 

tion as I mounted the stairs that 

lead from the main floor of my 
favorite club to the usually airy 
lounge room with French windows 
fronting the lake. July was engaged 
in the merry exercise of breaking 
temperature records—merry that is 
to say for the little heat demons who 
hammered on my devoted head. They 
hammered on the devoted heads of 
3,000,000 other persons in a big city 
which often boasts of being climatic- 
aly the finest summer resort east of 
the Rocky and west of the Alleghany 
mountains —a boast on which it 
makes good not infrequently. 





It was not making good at the mo-— 


ment, however, and its perversity had 
begun several days before. Endur- 
ance was being put to the test among 
those who had no means of escape— 
who, by force of circumstances, must 
needs cling to such jobs as they had, 
and be thankful that force of circum- 
stances did not detach them, as it 
had detached many others. 


ge 


N this twentieth floor of a boule- 
vard building I hoped to find a 
breath of air less heated than such 
vapors as arose from cdncrete and 
asphalt or rebounded from almost 
glowing masonry at the street level. 


I had scarcely entered the lounge 
when there came from the depths of 
a leather chair near an open window 
a voice pitched in the faint tones of 
exhaustion. 

“Hello,” it gasped, “so you are 
among the survivors. Come here and 
help me curse the weather bureau 
with dying breath. For three days it 
has been promising thunder showers 
and relief. This is the fourth day 
and not a cloud is in the sky. Noth- 
ing but a brazen sun implacably beat- 
ing down upon boiling blood in hu- 
man arteries, and scrambled brains in 
seared cerebrums.” 


It was Alonzo Perkins, professor 
of economics at the Metropolitan Uni- 
versity, who thus gave eloquent ut- 
terance to his emotions as stimulated 
by a temperature of 97 Fahrenheit. 


I dropped, or—more descriptively 
—dripped into a chair beside him, 
summoned an attendant and ordered 
two glasses of iced tea. Alonzo 
looked at me gratefully, assuming cor- 
rectly that I did not intend to drink 
both of them myself. 


By S. J. DUNCAN-CLARK 


‘6 SUPPOSE,” said I, “you en- 

tertain the idea that if you 
were running the weather bureau 
you would guess better than the 
meterological expert who deals out 
these prognostications replete with 
false hopes.” 

“I suppose nothing,” he answered. 
“T know. Any schoolboy could do 
better.” 

“Even so,” I retorted, “accurate 
prediction would not lower the tem- 
perature. You would be quite as hot 
if the forecast and thermometer 
agreed.” 

“True, but I would not be contin- 
ually disillusioned. What with the 
weather bureau promising a shift in 
winds that never comes, and big in- 
dustrial chieftans foreseeing prosper- 
ity around a score of corners that 
have brought nothing of the sort, my 
faith in the wisdom of experts—so- 
called—has fallen close to zero.” 


’ 


“How can you bring yourself to 
speak that blessed word,” I jested. 

Ignoring the jest he continued :—— 

“At the risk of irreverence I am 
willing to venture the assertion that 
were I the Providence ultimately re- 
sponsible for making and distributing 
the weather I could do better than 
that Supreme Arbiter of human af- 
fairs has done in the last few days.” 

“You are not much troubled with 
that fashionable complaint, an in- 
feriority complex, are you?” said I. 
“You remind me of not a few of my 
fellow humans who of late have been 
setting themselves up as wiser than 
all recognized and constituted authori- 
ties. They are convinced that the 
world is being woefully mismanaged 
by those in charge of its business; 
that presidents and premiers, con- 
gresses and parliaments, financiers, in- 
dustrialists and business executives 
have been universally drafted from 
the ranks of a blundering medicority ; 
that so-called leadership everywhere 
is in the hands of featherwits and nin- 
compoops. Indeed some of them have 
dared to call in question the infallible 
sagacity of economists, although I 
hestitate in this presence to make men- 
tion of such sacrilege.” 


> 


E permitted himself a languid 
grin, and took a slow swallow 
of his iced tea. But he attempted no 
defense. Perceiving that I had him 





at a disadvantage | pressed my point 
remorselessly. My brow was a min- 
iature cataract, over which the saline 
flow increased as I waxed fluent, but 
the chance to torment a superior in- 
tellect could not be refused. 

“You and your other self-confident 
colleagues should organize as the Uni- 
versal Improvers Associated, capital 
in terms of nerve and assurance un- 
limited, and get to work on the job 
of setting the world right. If you 
don’t hurry it may be too late. You 
might begin at Washington, move on 
to London, Paris, Berlin and Rome. 
A little difficulty might be encountered 
in persuading Mussolini that you are 
as omniscient as he, but perhaps he 
would be willing to join you for the 
sake of having a share in a job more 
nearly proportioned to his conception 
of his capacity than that of merely 
bossing Italy. 

“You could revoke the law of sup- 
ply and demand. It is always inter- 
fering with the plans of improvers. 
You could adjust progress to the pace 
of scientific discovery and invention, 
so that the laboratory would not 
create new and more intricate prob- 
lems for mankind with everyone it 
solves. You could make wealth auto- 
matically distributive on the basis of 
merit. You could eliminate racial prej- 
udices, subdue excessive nationalism, 
abolish expenditure on armaments, 
make ample credit available for every- 
body, end forever the possibility of 
seasonal, cyclical or technological de- 
pressions, establish politics on a sound 
fouindation of infallible intelligence 
and impeccable integrity—you might 
even free American cities from gang- 
sters and graft and settle the prohibi- 
tion question ,to the entire satisfac- 
tion of both wets and drys, although, 
I confess, that is expecting a good 


deal.”’ 
QOS 


LONZO_ wriggled uncomfort- 
ably in his leather chair, and | 
grinned with a wicked glee. 

“If you are wise enough to find 
fault with all existing leaders and au- 
thorities and what they have done or 
failed to do, then you should be able 
to do these things,” I finished. 


Alonzo staggered from his chair. 
He seized the glass that still held a 
half-finger of iced tea and poured it 
on my heat-pulsating head. 


“Thank you,” I said. “I feel much 
better now!” 
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Editorial 


(Continued from page 16) 
lem. Indeed not a few of such cases 
actually support the reverse of the 
stock company position.* 

We often wonder what would hap- 
pen if the stock company lawyers 
who prepare these propaganda briefs 
should be called before a_ Better 
3usiness Bureau, or an alert Cham- 
ber of Commerce, and asked by a 
committee of keen business men what 
they mean by trying so deliberately 
to mislead the public. Such tactics 
in court are designated by very hard 
names, and the legal profession in 
general would brand as a trickster 
any member of the Bar who would 
continually attempt to deceive the 
court in a manner half as unethical 
as the methods which stock company 
representatives use to bamboozle the 
public every day. 

QO 


UT these propaganda attorneys 

do not reveal themselves. Even 
the circulars in which the decisions 
are cited generally have no signa- 
ture of person or company. And, 
of course, it is impossible that any 
lawyer of standing would wish to 
sponsor such inaccurate and plainly 
false statements. Those who are 
responsible for such literature well 
know that the public has no talent 
or disposition for delving into dusty 
old law books to find out if cited 
cases are to the point. 

Advantage is taken of the fact that 
Mr. Average Citizen naturally thinks 
that an insurance company, or in- 
surance agent of otherwise high 
standing, would not dare risk ruining 
a good reputation by referring in 
cold type to a lead which was ridicu- 
lously false. The prospect is too 
often impelled to say to himself 
“Well, if there has been that much 
trouble about the mutual principle 
in the courts, I had better stay away 
from it. Anyhow, Bill, the agent, is 
a good friend of mine and I hate to 
disappoint him.” This kind of an 
attitude costs stock company policy- 
holders millions upon millions of 
dollars each year, and also brings 
about many other griefs which are 
often found incident to the stock 
company agency system. 

The chances are that any case cited 
against the mutuals is either so old 
as to have been rendered obsolete by 
new decisions or recent statutes, or 


*Among the cases often cited by stock propa- 
ganda circulars are Krugh vs. Lycoming Fire Ins. 
Co. 77 Pa. St. 15; Shubrick vs. Fischer 2 Dess. 
Eq. 148; Stockley v. Hartley 12 Pa. Sup. Ct. 
628; Lycoming Fire Insurance Company v. New- 
comb, 1 Leg. Chron. (Pa.) 9; Trenton Mutual 
Life and Fire Ins. Co. v. McKelway, 12 N. S. Eq. 
133; Cooper v. Shaver, 41 Barb. (N. Y.) 151; and 
a long list of others which, when analyzed do not 
rule as the stock companies say they do. 
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it had to do with some side issue 
of a lawsuit which could not arise 
now and seldom came up even in the 
old days. More frequently than not 
these cases are in connection with 
purely assessment companies, most 
of which did business on the premium 
note plan. 


Even the casual student of the his- 
tory of insurance could not have 
failed to learn that the premium note 
assessment company was created only 
for local uses, and the average busi- 
ness man, either of J862 or of today, 
scarcely ever heard-of the plan, nor 
indeed was he privileged to use it. 
In the farming communities where 
it met and still meets a specific need, 
such mutual insurance is_ highly 
thought of, has a good record, and 
has proved itself more stable than 
stock insurance. If there were occa- 
sional legal tangles, these arguments 
were over small details which might 
arise in any business, and in no case 
did they finally question the right to 
limit the liability of policyholders, 
nor did they set up hardships of any 
kind which those who took out mu- 
tual insurance would inherit. Then, 
too, if you go far enough back you 
will find laws by which a man who 
stole a rabbit or loaf of bread could 
be hanged, and it is possible that 
some other judge, like His Honor 
Justice Selden, may have made a 
like inapt remark about mutual in- 
surance; but if the stock companies 
should want to earry this matter 
further and drive us to dig up all 
the unsavory things which have been 
said, in and out of court, about their 
brand of protection it can quickly be 
demonstrated that there are a lot of 
queer animals in the stock company 
woods. Investigation after investi- 
gation, and trial after trial, has put 
stock company agents and principals 
in a bad light of their own making. 
We do not care to retail such a load 
of dark happenings to the public, but 
both legally and practically the stock 
companies are on very uncertain 
ethical ground when reference is 
made to their past history, and we 
trust that their future record will not 
follow in the same rut. 


TS 


HITE v. Madison! When the 

stock company agent asks you 
to detour around mutual insurance 
because of this legal obstacle he is 
merely setting up a straw man in 
the middle of the road. Examine 
the matter and you will find no flesh 
or bones to it at all—just a mere 
bogey of windblown argument. 
Surely this will not long deceive the 
up-to-date business man who is well 





acquainted with the extravagant 
exaggerations of the modern com- 
mercial world. The best way to deal 
with such solicitation is to ask the 
stock agent to bring to your desk 
actual authenticated copies of the 
cases he says rule against mutual 
insurance. You will not have to ex- 
amine more than one or two before 
you get the drift of all of them, 
which as stated above, is, in its bear- 
ing on modern mutual insurance, so 
slight as to be inconsequential or 
utterly non-existent. There was no 
excuse for such practices even in the 
good old days when expense was of 
less consequence, and surely now 
when the ban is on all waste, it is a 
kind of commercial crime to dangle 
such bait as these highly-colored 
morsels of stock propaganda, decked 
with antique legal lore. 


Michigan Mutuals THOSE attend- 
in Ninth Annual ing the Ninth 
Meeting Annual Meeting 

of the State As- 
sociation of Mutual Insurance Com- 
panies of Michigan had the interest- 
ing experience of assembling in the 
Senate Chamber at the State Capitol 
where the convention was held on 
June 29th. 


There were addresses by Honor- 
able Wilbur M. Brucker, Governor 
of the State; Honorable Charles M. 
Livingston, Commissioner of Insur- 
ance of Michigan; L. P. Dendel, Sec- 
retary of the Michigan Association ; 
A. H. Myers, President of the In- 
diana Mutual Fire & Cyclone Insur- 
ance Co; Verne V. Moulton, Presi- 
dent of the Auto Owners Insurance 
Company of Lansing; and by Milo 
A. White, former president of the 
National Association of Mutual In- 
surance Companies, who guided the 
Question Box discussions with his 
usual intelligent skill. 


Frank L. Bingham 
Now Andover 


Mutual V. P. 


FRANK L. 
BRIGHAM 
has been elect- 
ed Vice Pres- 
ident in charge of production for the 
Merrimack Mutual Fire, Cambridge 
Mutual Fire and Lynn Manufacturers 
and Merchants Mutual Fire, all of 
Andover, Massachusetts. Mr. Brig- 
ham for nineteen years has been Gen- 
eral Agent for those companies. Ed- 
ward C. Nichols, who has_ been 
made Secretary. Hobart H. Veit 
becomes General Agent and Charles 
H. Cole, Assistant General Agent. 


K. A. Churchill has been Secretary 
and W. E. Burrage has been Vice- 
President. Burton S. Flagg is Presi- 
dent of the three companies. 























Estimates Differ as to How Much of the 
Annual Fire Loss Is Preventable. Some 
Students of the Question Place the Figure 
as High as Fifty Per Cent. 
and the Casualty Field It Is Apparent That 


In Both This § 
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Proper Attention to Better Practices Would 


Save Many Millions Annually 






Insurance and Prevention 


Why Insurance Companies Must More and More Recognize Their Duty io 
Their Policyholders and Themselves to Study How to Keep Losses Down 


By RALPH H. BLANCHARD 


NSURANCE, as such, is not con- 

cerned with the prevention of loss. 
Its primary purposes are the determi- 
nation of the amount of loss which 
may be expected to occur under given 
circumstances, the distribution of that 
loss among policyholders through the 
medium of premium payments, and 
making good the financial effects of 
such loss as may occur to the individ- 
ual policyholders. 


Owners of property and others sub- 
ject to loss, whether as individuals or 
as parts of society, are directly and 
intimately concerned with prevention. 
Everyone is subject to risk of loss in 
some degree, which he may meet, 
either by preventing the loss, by in- 
suring himself against its conse- 
quences, or by carrying the risk him- 
self and shouldering such results as 
may come to him. 


Considering only the economic 
problem, the perfectly rational and 
fully informed person would apply 
the financial test to each of these pos- 
sibilities and expend effort and money 
in each way to the extent that it might 
be profitable. He would adopt meas- 


Professor of Insurance, Columbia University 
Editor McGraw—Hill Insurance Series 


ures of prevention so long as the 
losses prevented amounted to more 
than the cost of preventing them; he 
would insure to the extent that relief 
from possible losses not economically 
preventable seemed to him necessary 
or desirable ; he would carry himself 
such risks as he could safely predict 
or bear without undue strain." 


But the “perfectly rational and 
fully informed person” is a myth. 
Everyone relies, to a greater or less 
degree, on the services and stimuli 
provided by individual experts or or- 
ganizations. And it is one of the func- 
tions of insurance carriers to supply 
expert knowledge and stimulus in the 
field of prevention. 

Self-interest on the part of stock- 
holders expressing itself through 
stock companies, or of policyholders 
through mutuals, leads to general ac- 
tivity in prevention. Rates of pre- 
mium are based on the past; if dis- 
bursements can be kept below the 


1See ‘Purchasing Insurance Intelligently,” Jour- 
nal of American Insurance, April, 1928. 


level on which rates have been predi- 
cated, the result is a larger under- 
writing gain. Or possibly it may be 
thought necessary to retard a tend- 
ency for losses to reach higher levels 
thane were contemplated in the rates 
charged; here the prevention of 
losses to policyholders may in turn 
prevent a decrease in underwriting 
gains or minimize an underwriting 
loss.*, Such motives prompt the inter- 
est and activity of insurance carriers 
in general safety campaigns, such as 
“fire prevention week” and the “Save- 
A-Life” campaigns of the National 
Bureau of Casualty and Surety 
Underwriters. 
OOD 

O the hope for definite loss-re- 

ducing results from these cam- 
paigns, one must add the favorable 
advertising given to the institution of 
insurance. Prevention of losses is a 
public service which will be increas- 
ingly important as time goes on. Per- 
formance of such service by private 
insurance tends to justify the con- 


2 Much recent publicity has been directed to the 
end of convincing the public that the whole problem 
of rate-level for automobile liability insurance is in 
its hands; that individual and group efforts for pre- 
vention will bear fruit in lower rates. 
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tinuance and expansion of that busi- 
ness. Far-sighted insurance men un- 
doubtedly have this thought in mind. 

However, it is the specific case 
which has most interested insurance 
carriers, and in connection with which 
they have made their greatest contri- 
butions to preventive work. The 
competitive appeal of individual car- 
riers or groups of carriers for the 
specific risk has resulted in enormous 
savings to policyholders and to the 
public at large. And it is here that 
the carrier functions most efficiently 
both as expert and as stimulus. For 
it can offer the insured an evaluation 
of the effect of given preventive 
measures, and a reward in the shape 
of a reduction of premium cost, pres- 
ent or prospective. 

There are various schemes of merit 
rating, under which reductions in the 
risk of loss are made the basis for 
reduced insurance cost. In fire insur- 
ance, for example, most business 
risks are rated under a schedule pro- 
viding credits for good points and 
charges for bad. The installation of 
an automatic sprinkler system will 
call for a definite credit, or reduction 
in rate. So great are the reductions, 
in many cases, that the installation of 
the sprinkler system will be financed 
by an organization in return for the 
rate savings over a few years, after 
which they accrue to the policyholder 
who has only the maintenance charges 
to bear, the capital cost having been 
financed by the savings. 

In workmen’s compensation insur- 
ance the value of certain physical im- 
provements in a risk can be measured 
in advance (schedule rating), and the 
probable savings credited to the in- 
sured as a reduction in rate. Adverse 
conditions lead to an increase in rate. 
The cost of improvements can be 
compared with the rate reduction, and 
a financial test of their practicability 
thus applied. Contracting risks, and 
others which have no fixed physical 
plant, cannot be so rated; instead, all 
but the smallest risks are “‘experi- 
ence rated,” 1.e., a record of their 
losses is kept, and their rates raised 
or lowered in accordance with that 
experience. Here the connection be- 
tween particular safety measures and 
cost of insurance may be more diffi- 
cult to demonstrate to the policy- 
holder, but the effect on his pocket- 
book of favorable or adverse experi- 
ence will be no less clear. The com- 


bined use of schedule and experience 
rating, particularly on larger risks, 
brings both types of pressure to bear. 


SSL 


M! JRE might well be done to im- 
press policyholders with the 
fact that prevention merely of im- 
mediate and insurable losses 


is not 
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the complete aim of prevention work. 
Damage to a plant by fire, even 
though covered by ordinary fire in- 
surance and by use and occupancy 
insurance, may leave in its trail losses 
due to disorganization of personnel, 
loss of customers, and distraction of 
executives from their work of devel- 
opment of the business, all uninsura- 
ble. It has been demonstrated*® that 
the “hidden costs” due to industrial 
accidents are approximately four 
times the apparent costs of compen- 
sation and medical payments. Study 
of hazards and of means of overcom- 
ing them frequently also leads to the 
discovery of more efficient as well as 
safer methods of doing work. In one 
plant, punch presses, controlled by 
pedals requiring considerable strength 
to operate, caused many serious in- 
juries to workers’ hands. The substi- 
tution of dual air trips, easily oper- 
ated, removed the operator’s hands 
from the danger zone, and at the same 
time enabled the employment of girls 
at a considerable reduction in wage 
cost. In the early days of fire preven- 
tion, investigation showed that many 

>See “Industrial Accident Prevention,”’ Chapter 


II, by H. W. Heinrich. 
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fires were spread through strata of 
gas which arose from the lubricating 
oil used in certain machinery. Sub- 
stitution of a new sort of oil removed 
this hazard and provided more effi- 
cient lubrication. 


In some cases insurance carriers 
have become primarily prevention- 
service institutions and provide in- 
demnity only incidentally. Notable 
examples are found in factory fire 
insurance and in steam boiler insur- 
ance. 


The factory mutual insurance sys- 
tem was originated in 1835 by 
Zachariah Allen, a mill-owner who, 
having installed apparatus for ex- 
tinguishing fires, applied for a reduc- 
tion in his fire insurance rate but was 
unable to secure it. He then turned 
his efforts to interesting other mill- 
owners in the formation of an or- 
ganization “to study fire prevention, 
to encourage the use of every effec- 
tive means of checking and extin- 
guishing fires, and to obtain insurance 
at actual cost.”* From that begin- 
ning, following the same principle, 

* “Factory Mutual Insurance,” published by Ark- 
wright Mutual Fire Insurance Co. 

2 RR EARN 1 


4 
iy 
cs 


Dog me x or = ~ a or 











have developed the Associated Fac- 
tory Mutual Insurance Companies 
which had on their books on Decem- 
ber 31, 1931, a total amount at risk 
of over $9,500,000,000. That the 
prevention efforts of these compa- 
nies have been effective is shown by 
the typicai experience of the largest 
of them, which has reduced the aver- 
age yearly losses per $100 of insur- 
ance from $0.3341 for the period 
1850-1860 inclusive, to $0.0199 for 
the period 1921-1930 inclusive. Sig- 
nificant of the present emphasis on 
prevention is the fact that a group of 
these companies which writes over 
30 per cent of the total business ex- 
pended in 1931 on engineering inspec- 
tion and prevention work more than 
was paid out in direct fire losses.* 


The preventive work of these 
companies is carried on principally 
through a central organization which 
maintains laboratories for testing and 
experimental work, and an inspection 
force which is constantly in touch 
with conditions in individual risks. 
The stock companies have developed 
a similar system in their “factory in- 
surance associations” and in the 
Underwriters’ Laboratories. 


Sos 


| ipateey more striking are the fig- 
ures for steam boiler insurance. 
The stock companies doing business 
in New York had losses, for the 
seven years 1924-1930 inclusive, 
equal to 14.8 per cent of premiums, 
and “inspection and bureau’ ex- 
penses (practically all for preventive 
work) equal to 38.2 per cent. In 
other words, their expenses for pre- 
vention amounted to more than two 
and one-half times their losses. 


In the case of large risks, such as 
factories, automobile fleets, and de- 
partment stores, or where the hazards 
are definite and serious, as in mines, 
boiler rooms, and large construction 
projects, evaluation of the results of 
preventive work is a comparatively 
simple problem. The insured can be 
shown the direct saving to be 
achieved both in terms of reduced 


*EprrortaL Note: ‘To this might be added a 
recent statement by the American Mutual Alliance 
which points out that “Where there are a large num- 
ber of property owners in the same industry, it has 
often been found possible to unite them in the cause 
of loss prevention by offering a definite incentive in 
the shape of lower insurance costs. The success of 
the class mutuals in insuring varied and diverse 
kinds of property as mills, grain elevators, lumber 
yards, woodworking plants, hardware stores, drug 
stores and retail establishments of all kinds, would 
seem to.establish the fact that the large manufac- 
turer is not alone in his desire to cut down the haz- 
ard of fire in his place of business. Some astonishing 
results have been achieved even in the case of prop- 
erty which had not been acceptable for years. Many 
such risks have been made desirable from the under- 
writing standpoint by definite endeavors by owners 
to eliminate careless fires, supplemented by educa- 
tional work of the ccmpanies. Beyond this, the aver- 
age risk has often been made less hazardous and 


therefore less costly to insure by this same kind of 
mutual cooperation.” 
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rates, and reduction of losses beyond 
those covered by his insurance con- 
tract. Hence the emphasis on the 
individual risk. 

Much has also been accomplished 
in the more general but less clearly 
profitable fields. Standards of con- 
struction have been raised through 
improved building codes, through 
pressure on manufacturers to pro- 
duce electrical and other fixtures the 
fire hazard of which is reduced to a 
minimum. The National Fire Pro- 
tection Association devotes itself to 
educational work and to cooperation 
with public authorities, and is sup- 
ported in considerable measure by in- 
surance interests. The value of such 
work must largely be accepted on 
faith, but not unreasoning faith. And 
it must be, and is, supported for the 
general and ultimate good, rather 
than for an immediate financial profit 
to a particular interest. 

In the future, as in the past, insur- 
ance must be looked to as the princi- 
pal agency in the advancement of 
prevention. Measurement of hazards 
and of reduction of hazards is best 
achieved through the experience, per- 
sonal and statistical, of insurance 
underwriters ; the most appealing re- 
ward for initiative in prevention is a 
reduction in insurance rates. 

“Insurance develops knowledge of 
the existence of hazards and indicates 
their relative importance. It fur- 
nishes the best possible basis for ap- 
proaching the problem of prevention; 
and, because of the efficacy of pre- 
vention in lowering insurance costs, 
the greatest possible stimulus to pre- 
ventive work. Further, the effective- 
ness of the stimulus bears a direct 
relation to the efficacy of given pre- 
ventive efforts. In other words, the 
greater the loss one can prevent by 
given efforts, the greater the reward 
in reduced costs, and hence the 
greater the stimulus to activity. 

“Not only does the application of 
insurance to a particular hazard prob- 
lem tend to develop preventive work 
and to put it on the most effective 
basis, but, to the extent that the pre- 
ventive work is successful, the cost 
of insurance and the burden of its 
requirement is lessened. 


“Prevention and insurance are not 
mutually exclusive nor alternative 
methods of approach to a problem of 
hazard; they are complementary and 
mutually helpful.’” 

5 Discussion by R. H. Blanchard of Albert W. 
Whitney’s paper on ‘The Place of Conservation in 
Insurance,” Proceedings of the Casualty Actuarial 
Society, XVIII, 199. 

Status of Two JOS EPH 
Merged 


Companies 


E. 
WARNER, Attor- 
ney General of 


Massachusetts has 
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rendered an opinion that a merger of 
insurance companies in New Jersey 
does not create a new corporation 
separate and distinct from the original 
companies which have joined. The 
opinion reads in part as follows: 


“The Sussex Fire Insurance Company, 
incorporated under the laws of New 
Jersey, was licensed to transact business 
in this commonwealth under said sec- 


tion 151 on October 24, 1928. 


On December 28, 1931, this company 
entered into a merger agreement with 
the Essex Fire Insurance Company, 
another New Jersey corporation, under 
sections 48 to 52 of chapter 134 of the 
laws of 1902 of that State. The Essex 
Fire Insurance Company has not been 
licensed in this Commonwealth. A cer- 
tified copy of the merger agreement is 
hereto annexed. 

The Sussex Fire Insurance Company 
as now constituted or as existing under 
said agreement has not, since the effec- 
tive date of said merger agreement, filed 
the documents specified in said section 
151 and has not received a license there- 
under.” 


With relation to the above, you 
(the Massachusetts Commissioner) have 
asked my opinion upon the following 
question of law: 

“Did the aforesaid merger agreement 
between the Sussex Fire Insurance Com- 
pany and the Essex Fire Insurance 
Company, under sections 48 to 52, in- 
clusive of chapter 134 of the laws of 
1902 of the State of New Jersey create 
a new corporation, separate and distinct 
from both of said corporations?” 

In the Consolidated Laws of New 
York, c. 28, sec. 129, ss.2-3, the word 
“merger” is used as comprehending con- 
solidation, and, in discussing the effect 
of a union of insurance companies un- 
der said section 129 of chapter 28 of the 
Consolidated Laws of New York in my 
opinion to you of May 26, 1932, the 
word “merger” is similarly used in the 
same broad sense, as employed in said 
enactments of Massachusetts and New 
York, to describe such a union of two 
corperations, as gives rise to an extin- 
guishment of both the uniting corpora- 
tions and the creation therefrom of a 
new corporation. 


As I set forth in my said opinion to 
you of May 26, 1932, the effect of uniting 
in New York, under the provisions of 
the said statute of that State, a domestic 
insurance corporation of that State and 
a foreign insurance corporation is to 
create a new insurance corporation, and 
that such a new insurance corporation 
must obtain a license if it is to do busi- 
ness in Massachusetts. * * * * 


The applicable laws of the State of 
New Jersey, which you have set forth 
in your letter to me (Laws of 1902 
(N.J.), c. 134, ss.48-52), differ very ma- 
terially from the laws of the State of 
New York, above referred to, which 
were reviewed in my said opinion to you 
of May 26, 1932. 


The said laws of New Jersey provide 
for a union of two corporations in which 
the existence of only one is to pass away; 
the existence of the other is by specific 
provision to continue to exist, thus pre- 
cluding the creation of a new corporation 
by the union. 
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Fire Losses 


of 193] 


THE , statisticians of 
the National. Board 
of Fire Underwriters 
have broken away from their calculat- 
ing machines long enough to release 
the following interesting facts on 
last year’s fire loss. 


The estimated value of all prop- 
erty consumed was $464,633,265. 
Approximately 10,000 people were 
burned to death. During 1931 there 
were 1,277 fires every day as com- 
pared with 1,127 in 1930, and 1,056 
in 1929. Dwelling house losses com- 
prised thirty-one percent of the total 
during the last twelve months and 
fires of this class show an increase of 
fifty percent in the last six years. 
Four salient causes are given for the 
increase : unsafe construction, lack of 
fire stopping of walls and partitions, 
non-standard chimneys and unsafe 
roofs. 


Fires with losses of $10,000 or 
over number 1% of the total number 
of fires yet they supply approximately 
sixty-eight percent of the amount of 
loss. A startling increase in fires of 
suspicious origin in dwellings has 
been noted in the last six months both 
in cities and agricultural districts. 


It is estimated by farm fire com- 
mittees that about $100,000,000 each 
year is lost by fires in houses, barns 
and nearby buildings on farms and 
that in rural communities, including 
towns of 2,500 population, the fire 
loss exceeds $160,000,000 annually. 
This $260,000,000 farm and rural 
community loss is approximately 
$700,000 a day or $500 a minute. 


There are five fires in schools every 
twenty-four hours. Open and un- 
protected elevators, stairways and 
dumbwaiters in mercantile and man- 
ufacturing constructions which per- 
mit the early spread of fires con- 
tribute largely to the number of ex- 
cessive losses. 


Tough Life for A 
New Stock 


Companies 


short article in 
the Journal of Com- 
merce of July 30th 
presents some in- 
teresting facts with reference to the 
insurance companies organized dur- 
ing the years 1927, 1928, and 1929, 
the height of the boom. The article 
follows: 


“After a wild period it is sometimes 
profitable to look back over events 
and see what the results have been. 
The annual insurance reviews of the 
Journal of Commerce listed eighty- 
five fire insurance companies organ- 
ized during the years 1927, 1928, and 
1929, the height of the boom, Doubt- 
less there were some additional ones. 
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“Stockholders of these eighty-five 
companies paid in capital and surplus 
amounting to nearly $100,000,000. 
Twenty of, these companies were sub- 
sidiaries of large established compa- 
nies or were shortly acquired by such 
companies, so their future was fairly 
well assured. The capital and sur- 
plus paid into these twenty companies 
was slightly over $30,000,000 and that 
of a few of them was increased later. 


“Of the sixty-five independent 
companies into which stockholders 
paid over $66,000,000 in capital and 
surplus, this year’s edition of Best’s 
Reports shows twenty-nine are still 
in operation. Thirteen, with initial 
capital and surplus of $19,000,000 
have been merged into other compa- 
nies. Fourteen companies, with initial 
capital and surplus of $13,630,000 
are now inactive or are being liqui- 
dated. Three companies, into which 
$1,100,000 was paid, went into the 
hands of receivers. One has been sus- 
pended from operating. Data on five 
are not available. 

“Of the twenty-nine companies 
which are still doing business, a num- 
ber are operating in such a small way 
or have such reduced resources it ap- 
pears only a question of time when 
they will be merged or retire from 


the field. 


“It probably will be some years be- 
fore such an orgy of creating new 
7 . ° . %” 
fire insurance companies is repeated. 


ONE of the first 
straws to indicate 
the direction of the 
1932 winds in fire premium volume 
among stock companies is the report 
of the San Francisco city premiums 
written during the first six months of 
1932. The premium volume for the 
period ending June 30th was $2,193,- 
304, as compared with $2,450,677 
written during the corresponding 
period of 1931. A number of the 
companies showed substantial gains 
but the majority had heavy losses in 
their premium volume. 


San Francisco 
Premiums Less 


THE operations 
of all of the 
Factory Mutual 
Companies locat- 
ed in Philadelphia have been con- 
solidated and they are now operat- 
ing from one office and issuing a 
joint policy entitled “Philadelphia 
Manufacturers’ Mutual Group Pol- 
icy.’ There were formerly four 
members of the Associated l‘actory 
Mutuals located in Philadelphia but 
the National Mutual Assurance has 
been absorbed by the Keystone Mu- 
tual and that company, along with 
the Manton Mutual, has become 


Factory Mutuals 
in Philadelphia 


Consolidate 





affiliated with the Philadelphia Man- 
ufacturers’ Mutual. Richard H. 
Morris has been elected President of 
the three companies and will be in 
active charge of operations. 

Last year the Standard Mutual 
Fire of Philadelphia, which was un- 
der the same management as the Phil- 
adelphia Manufacturers, was ab- 
sorbed by the Philadelphia Manu- 
facturers. 


Atlantic Mutual Has THE  At- 
90th Anniversary lantic Mu- 
tual Insur- 


ance Company of New York has re- 
cently issued a handsome volume en- 
titled “Atlantic Mutual Insurance 
Company—1842-1932—90 Years of 
Marine Insurance.” This company 
was organized in 1842 and has a re- 
markable record of steady growth. 
It has continually paid substantial 
dividends to its policyholders. 

From its beginning up to January 
Ist, 1932, the company has insured 
property to a value of $41,660,326,- 
221, on which the premiums amount- 
ed to $378,446,755. During the same 
period the losses were $186,805,980, 
and dividends of profit declared to 
assureds amounted to $120,106,230. 


Compensation WHAT may be a 
Rate Increase straw in the wind 
Rejected by indicating the gen- 
Michigan Dept. eral reaction of 


Insurance Com- 
missioners to the rate increase filed 
by the National Council on Compen- 
sation Insurance, is the emphatic let- 
ter from the Michigan department 
quoted below : 


July 28, 1932. 


National Council on Compensation Insur- 
ance, 
W. F. Roeber, General Manager, 
151 Fifth Avenue, 
New York City, N. Y. 
Dear Sir: 
Re: Emergency Rate Increase 

This will acknowledge receipt of your 
letter of July 22, 1932, proposing rates for 
filing effective August 10th, together with 
explanatory pamphlets. 

This proposed filing is discriminatory 
in its nature, unacceptable to the State of 
Michigan, and is hereby disapproved. 
There is no justice in a differential filing 
for stock and mutual organizations as the 
element of dividend takes care of any 
saving effected by mutual companies. 

This proposed filing apparently discrimi- 
nates between the large purchaser of com- 
pensation coverage and the small insurer, 
saddling higher costs on the latter with 
practically no increase to the large risks. 

This proposed filing is rejected and may 
not become effective in Michigan, the cur- 
rent rates continuing in force. 


Very truly yours, 


(Signed) _H. B. CORELL 
Deputy Commissioner 
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The Strange Alchemy of the Sky Labors both for the Service and Destruction of Mankind 


Windstorm Hazard in the United States 


A Critical Analysis from the Insurance Viewpoint of the Types of Storms, 
Their Frequency, Location and Resulting Property Losses 


T is proposed, in this article, to 

consider the ways and means by 

which owners of property, and 
others who have an insurable interest 
therein, may protect themseives 
against the possibility of a windstorm 
loss. Particular attention wil! be 
given to the insurance method since 
this is the chief means available for 
protection against losses of this 


nature. 
aoe 


Methods of Meeting the Risk 


HIRE are three methods avail- 

able for meeting the risk of a 
windstorm loss: prevention of the 
loss, assumption of the risk, and 
transferring the risk to others. 


Prevention of windstorms is im- 
possible. Much can be done, how- 
ever, to reduce windstorm loss, even 
in areas where the hazard is greatest. 
The most effective preventive meas- 
ures that can be taken are those which 
are connected with the proper design 
and construction of buildings. Only 
in case of winds in the vortex of the 
tornado are such efforts of doubtful 
value. 


Prevention of windstorm loss being 
largely a matter of construction, 
progress will depend upon the attain- 
ments of those in the enginering and 


Over a Period of Years 


By C. A. KLINE, Ph. D. 


Instructor in Insurance, Wharton School, 
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RECEDING articles contained 

an explanation of the nature, 
location and frequency of cyclones, 
both extra-tropical and _ tropical, 
types of windstorms and a considera- 
tion of the damage. resulting from 
such disturbances. This concluding 
article deals with underwriting prob- 
lems. 

















architectural fields, and the willing- 
ness of property owners to adopt the 
necessary corrective measures, Suffi- 
cient advances have already been 
made in the field of construction to 
permit relatively safe buildings to be 
constructed economically. Existing 
property presents problems in that 
prevention in some cases means that 
costly changes are necessary to make 
the property safe. In these cases, 
however, minor changes such as 
proper anchorage of roofs, attach- 
ment of good shutters, etc., may mate- 
rially reduce the loss. 


The risk may be assumed without 
adequate provision in the way of re- 
serves, or by scientifically setting 


aside funds to meet the uncertain 
losses. Many persons choose to fol- 
low the first plan regardless of con- 
ditions. The latter plan, often called 
self-insurance, is difficult to carry 
out because of the peculiar nature of 
the hazard. The law of average in 
windstorm insurance will work only 
over a very large area and over a long 
period of years. It seems unlikely, 
therefore, that the self-insurance 
method can be used satisfactorily by 
any except those who own numerous 
properties scattered over a large area. 


The third method of meeting the 
risk is by its transfer to others. This 
is not possible except by means of 
insurance. The theory underlying 
this plan is the combination of many 
uncertain risks of individuals in or- 
der that each may obtain certainty. 
For a consideration each individual 
is permitted to transfer his uncertain 
risk to the group. From the moneys 
so paid in, the group agrees, under 
certain conditions, to indemnify the 
unfortunate ones who suffer loss of 
the kind stipulated in the agreement. 


Since the insurance method is used 
more than any other, it is pertinent to 
determine whether or not the hazard 
meets those requirements essential 
for the successful operation of any 
insurance plan. 
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Is the Windstorm Hazard Insurable ? 


NY hazard to be insurable must 

meet certain tests. That is, in 
order for the insurance plan to be 
workable and produce equitable re- 
sults, certain conditions are necessary. 
The anticipated loss must be worth 
providing against; must not be con- 
trolled by either the insurer or the 
insured; must occur frequently 
enough to allow the law of average 
to work ; must occur to but a part of 
the group; must be capable of being 
estimated beforehand with some ac- 
curacy; and finally, the cost of pro- 
viding the insurance must not be pro- 
hibitive. 

OS 

Are Windstorm Losses Worth Pro- 

viding Against? 

HEORETICALLY, small losses 

of any kind can be covered by 
insurance. In practice, however, the 
coverage of such losses does not 
prove satisfactory. Persons subject 
to small losses generally refuse to 
purchase insurance protection. In 
this they are justified since the cost 
of insuring small losses is relatively 
great. In some cases the cost ex- 
ceeds the value of the protection 
given. There are no data available to 
show whether windstorm losses are 
large or small. The indications are, 
however, that most losses are large 
enough to warrant insurance protec- 
tion. Also, in most sections of the 
country windstorm ure so 
numerous that, even if a considerable 
number of losses should not be worth 
providing against, the remaining num- 
ber would be large enough to permit 
the insurance of these losses in a sat- 
isfactory manner. Some facts pre- 
sented in the preceding article bear 
out these statements. lor the thirteen- 
year period, 1916-1928, inclusive, the 
total of losses exceeded $1,000,000 in 
each of twenty-four states. Nevada 
was the only state in which no wind- 
storm losses occurred during the 
period. Idaho had but $2,000; New 
Mexico, $26,000 ; Utah, $50,425 ; and 
Wyoming, $60,900. Only one other 
state, Montana, had losses totalling 
less than $100,000; and only eight 
other states had losses of less than 
$500,000. 


losses 


In those states where the total loss 
was small, the variability of the risk 
should be kept in mind. In Arizona, 
for example, where the total of losses 
for the period were $462,250, $200,- 
000 of losses occurred in 1912 and 
$250,000, in 1928. This variability 
shows insurance protection is needed 
even though serious losses have not 
occurred for a number of years. 
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Hazard Should Not Be Controlled 
ROM a pure insurance stand- 
point, the hazard should be one 

over which neither the insured nor 

the insurer has any control. The hap- 
pening of the loss should be left to 
chance and the law of average relied 
upon in making provision for payment 
to the unfortunate persons who suffer 
a loss. In practice, neither of these 
requirements are fully met in many 
forms of insurance. Many reasons 
can be advanced to justify some con- 
trol by the insurer in an attempt to 
prevent losses. Control by the insured 
is not desirable, but strict adherence 
to the ideal would prevent the exist- 
ence of many forms of insurance 

(fire, for example) which are now 

performing useful services. 

The windstorm hazard cannot be 
controlled by either party to the con- 
tract and hence there is little, if any, 
moral hazard present. Nevertheless, 
as in other forms of insurance, the 
insured may, after a loss, make ex- 
cessive and fraudulent claims in his 
loss settlement. 

QOS 

Law of Average 
WO of the aforementioned re- 
quirements may be considered 

here. The hazard covered must oc- 
cur frequently enough to allow the 
law of average to work and it is nec- 
essary that the extent of the risk be 
measurable beforehand with some de- 
gree of accuracy. 

It is generally considered that the 
windstorm hazard is an “act of God” 
over which man has no control either 
at its inception or after it has started. 
Hence, it is concluded that the haz- 
ard is not subject to the law of aver- 
age, i.e., that no prediction for the 
future based upon past experience 
can be made. To the meteorologist 
and others acquainted with the nature 
of the phenomena, there is no ques- 
tion regarding the application of the 
average principle. As stated before, 
however, disagreement does exist re- 
garding the length of time during 
which data must be collected in order 
that this law may be successfully ap- 
plied. Some authorities believe that 
a twenty-year period is of sufficient 
length; others feel that a longer 
period is necessary. Presumably, 
the shorter period is of sufficient 
length for the less hazardous areas, 
but upon this point there is no com- 
mon agreement. Many insurance 
companies have been selling wind- 
storm insurance for from twenty to 
forty years, but data has not been 
kept in usable form until the last few 
years; and this for certain sections 
of the country only. The only other 
source is the annual reports of the 





U. S. Weather Bureau and many de- 
fects appear in this data from the in- 
surer’s viewpoint. It is evident that 
much remains to be accomplished re- 
garding the proper collection and 
classification of windstorm loss data 
for insurance purposes. 

sO 


Must Occur to But Part of the Group 

I* all persons in the group suffered 

a loss an insurance plan would 
not be workable. This is true regard- 
less of whether all persons suffer 
equally or not. If equal losses occur 
insurance would be foolish since each 
would get back only part of his pre- 
mium, the remainder being used to 
defray the expenses of the business. 
If all persons suffer a loss, but un- 
equally, the premium would in all 
probability be so high that many could 
not or would not purchase the cover- 
age. 

Experience has shown that in most 
areas only a small percentage of the 
property exposed suffered windstorm 
damage during a given period. Yet 
in at least one area the risk has been 
so great that at times the underwrit- 
ing capacity has been less than the 
demand. In areas of this kind losses 
sometimes assume the characteristics 
of catastrophes, making it difficult 
for the companies to properly aver- 
age the losses over the group. In 
time, experience may show that in 
these areas the hazard will be so great 
that private companies will not be 
willing to furnish insurance protec- 
tion. Even though it is found that 
the law of average will work over a 
period of, say twenty years, an in- 
surance company operating in such 
an area would be running the risk 
that serious losses would occur before 
proper reserves could be built up. 

DOD 


Peculiar Nature of the Windstorm 

Hazard 

HE foregoing examination of 

the windstorm hazard leads to 
the conclusion that the risk involved 
meets in an essential manner those 
requirements necessary for the suc- 
cessful operation of an insurance 
plan. Certain peculiarities of the 
hazard are revealed, however, which 
distinguish it from some of the more 
common hazards covered by insur- 
ance. These should be noted. 

The windstorm hazard is peculiar 
from the standpoint of lack of con- 
trol that may be exercised over its 
occurrence. Based upon their causes, 
all hazards may be divided into two 
large groups, those over which man 
has no control and those which may 
be prevented. Windstorms are perils 
of nature and fall within the first 


group. 
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When Wind Takes a Notion to do a Complete Job, There is Little Left But Splinters 


Hazards with natural causes are 
numerous. In this class are found 
floods, earthquakes, volcanic erup- 
tions, storms, and even day to day 
changes in the weather. Under no 
conditions is it possible, with the pres- 
ent state of knowledge, to exert any 
control over the occurrence of these 
events. 

It is in connection with the effects 
of windstorms on individuals and on 
groups that a second peculiarity of 
the hazard is apparent. All hazards 
with natural causes may be divided 
into three groups: those affecting 
large areas, as climatic changes, 
glacier or ice movements, etc.; those 
affecting very small areas, as light- 
ning, hailstorms, tornadoes, volcanic 
eruptions, etc.; and those which may 
be put in either of these classes, de- 
pending upon the character of the 
particular event or its place of occur- 
rence. Examples of this last group 
include most of the windstorms that 
occur in the United States. Even the 
hurricane which covers thousands of 
square miles may take such a course 
that it will affect but a small part of 
the United States. 


A third peculiarity of the wind- 
storm hazard is its close relation- 
ship with other factors which make 
up our weather. The word weather 
means the condition of the atmos- 
phere at any one place and time. 
Six factors (meteorological elements ) 
determine the weather: temperature, 
pressure, wind, moisture, clouds, and 
precipitation. | Windstorms, — there- 
fore, are but one result of the con- 
dition of the above six factors at 
any one time. It is because of this 
that windstorms are generally accom- 


panied by one or more of the follow- 
ing: rain, cold, snow, frost, flood, 
cloudburst, overflow, and tidal wave. 
The last mentioned is due directly to 
the wind. The others arise out of 
the weather conditions at the time. 
All may assume such form as to cause 
loss to property. Decause these con- 
ditions occur at approximately the 
same time, it is difficult in many cases 
to distinguish between the losses re- 
sulting from each. 
DSO 


Problems 

ECAUSE of the peculiar nature 

of the hazard, two main groups 
of problems are encountered by those 
furnishing insurance against wind- 
storm losses. One group centers 
about the making of equitable rates 
and the other has to do with the ex- 
tent of the coverage granted. Rates 
to be fair should not be made through 
judgment but should represent the 
frequency and intensity of the hazard 
at the place where the risk is located. 
This method of rate-making requires 
as a basis the proper collection and 
classification of experience data in 
order for the rate-maker to determine 
whether the hazard is one that can be 
properly insured and, if so, what the 
rate will be. 

The problems relating to the extent 
of the coverage also depend upon a 
thorough understanding of the hazard 
to be covered. Should the policy cover 
all storm damage or should it be re- 
stricted to wind damage only? Pro- 
tection against the latter is, no doubt, 
much too narrow and does not prop- 
erly serve the insured. The inclusion 
of the other kinds of damage, espe- 
cially flood damage, places an in- 


definite amount of risk upon the com- 
pany. In view of the restricted locali- 
ties over which flood damage may be 
expected to occur, it is doubtful if 
the insurer can safely assume this risk 
at a premium which the insured will 
pay. 
QOS 
Windstorm Insurance and Other 
Lines 

[INDSTORM insurance prob- 

lems will be more easily solved 
if both insurer and insured are able 
to distinguish between the different 
insurance coverages and to realize 
that the problems in any one line are 
not necessarily the same as those ex- 
isting in other lines. A proper per- 
spective will permit the emphasis to 
be placed upon the vital problems of 
the business. 

Windstorm insurance falls within 
that group of coverages known as the 
weather forms of insurance. In this 
group, beside- windstorm insurance, 
will be found the hail, frost and 
freeze, crop, and rain lines. The 
lightning coverage should also be in- 
cluded although it is not a separate 
line. In all of these types of insur- 
ance the loss insured against arises 
from some form of atmospheric dis- 
turbance. To provide satisfactory 
protection against these hazards, 
therefore, it is necessary to have a 
knowledge of the science of meteor- 
ology. Floods are due indirectly to 
atmospheric disturbances and in this 
sense, flood insurance belongs to this 
group. 

It is a mistake to think of the above 
group of coverages or to attempt a 
solution of their problems from the 

(Continued on page 31) 
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False Fire 
Alarms Costly 


THE Merchants 
Association of New 
York is placing the 
matter of false fire alarms before the 
authorities of that city and urging 
that measures be taken to correct the 
evil. It is estimated by the Associa- 
tion that these alarms are costing the 
city of New York $250,000 a year in 
wear and tear on apparatus alone, not 
to mention the risk which firemen 
take in responding to such alarms, 
and the loss of their time. The num- 
ber of these malicious alarms in- 
creased rapidly in the last three years ; 
during the first half of 1932 there 
were 5,000. 


Industrial THE total number of 
Fatalities industrial deaths re- 

ported to the New York 
State Bureau of Workmen’s Com- 


pensation Department of Labor dur- 
ing the month of June was 136, which 
is the same as the May death toll and 
39 less than the June average for 
1927-1931. Manufacturing, trade, 
public utilities and the service indus- 
tries had fewer deaths than in May 
but construction, transportation and 
public employment showed a slight 
increase. 

Of deaths from accidents of all 
kinds three out of every ten occurred 
on the day of accident and, including 
these, six out of every ten before the 
month closed. Nearly half of all 
vehicle accidents were fatal imme- 
diately or nearly so. 


Smash Claim THE recent investi- 
Ring in gation into fictitious 
Massachusetts and fraudulent 

claims which was 


conducted in Massachusetts has been 
astoundingly successful. We have 
already commented upon the drop in 
the number of claims and damage 
suits which has taken place. The in- 
vestigation up to the present has re- 
sulted in four lawyers being dis- 
barred, two reprimanded by the 
Supreme Court, four awaiting Su- 
preme Court action; twenty-eight 
laymen arrested and prosecuted re- 
sulting in eight convictions, six ac- 
quitals and fourteen cases still pend- 
ing; two hundred and _ thirty-three 
suspicious cases reviewed with three 
thousand yet to be _ investigated. 
Plans are being considered to study 
situations in St. Louis, Cleveland, 
San Francisco, and other places 
where conditions are bad. 


THE Minnesota 
Compensation 
Insurance Board 
may not legally 
approve different sets of rates for 
participating and non-participating 


Minnesota Denies 
Dual Compensa- 


tion Schedules 
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insurance carriers or a graduated plan 
of expense loadings according to size 
of risk; so says an opinion sub- 
mitted to the Secretary of the Board 
by the Assistant Attorney General. 
The opinion follows in part: 

“You advise that insurance companies 
writing workmen’s compensation insur- 
ance recognize two methods of operation, 
participating and non-participating. You 
inquire as to whether it would be lawful 
for the Board to approve two sets of rates 
—one for the participating group and an- 
other for the non-participating. 

“You also inquire whether it would be 
lawful for the Board to approve of a 
graduated plan of expense loading accord- 
ing to the size of risk which would result 
in a difference in cost per unit as between 
large and small risks. 

“Both questions are answered in the 
negative. It is our opinion that there 
should be one rate for each classification. 
The participating group might properly 
receive the benefit of a favorable experi- 
ence by way of dividends, but we believe 
that under Mason’s Statute, Sec. 3618, the 
3oard has the right to approve only one 
rvte for each classification.” 


Autos NotSo AICCORDING to 
Numerous statistics recently re- 

leased by the Na- 
tional Automobile Chamber of Com- 
merce there were 25,814,103 auto- 
motive vehicles in service during 
1931, of which 22,347,800 were pass- 
enger cars, and 3,466,303 trucks. 
This represents a decline of 731,178 
units from the number in use during 
1930. Almost the entire drop took 
place in the passenger car registra- 
tion, which were 711,000 less than 
last year. 


Louisiana A. J. P. WOODS, man- 
Commission ager of the Lutcher- 

Moore Lumber Com- 
pany, Lutcher, La., and I. W. Gajan, 
Attorney of New Iberia, La., were 
named by Governor ©. K. Allen to 
the Louisiana Insurange Commission 
on July 19th displacing Ferdinand 
Mouton of Lafayette and John D. 
Saint of Baton Rouge. Chairman 
R. M. Walmsley remains on the 
three man commission. 


At Last a 
Cheerful Earful 


IN order to coun- 
teract the impres- 
sion, seemingly 
widespread, that this is the worst 
possible country in the worst of all 
possible worlds, Collier’s Weekly 
printed a number of assorted facts in 
its July 9 issue under the title of 
“Count Your Change.” We are pro- 
ducing some of them herewith for 
the benefit of those who, up to the 
present, have only been able to see 
the hole and not the doughnut. 

“Total bank savings today exceed 
$29,000,000,000.00, equal to more 
than $1,000 for every family in the 
land. 





“Our total stock of gold is over 
$4,000,000,000.00. No other country 
ever possessed so much. Britain, for 
example, has only $588,000,000.00. 

“Currency in circulation aggregates 
$5,464,000,000.00, or $700,000,000.00 
more than in the boom. 


“Last year $16,500,000,000.00 
worth of new life insurance was 
written. 


“The total life insurance now car- 
ried is estimated at $109,000,000,- 
000.00, or not far short of $1,000 
for every man, woman and child in 
the United States. Policies in force 
total $127,800,000.00. 

“Our total national wealth, esti- 
mated at $329,700,000,000.00 is 
greater than that of a dozen con- 
tinental European countries com- 
bined. 

“There are still 6 or 7 persons 
gainfully employed for every person 
idle. 

“Foreigners owe American invest- 
ors approximately $18,000,000,000.00. 
In addition, foreign governments owe 
our government $7,000,000,000.00, 
and we are still selling abroad more 
than we are buying. 

“No fewer than 25,800,000 auto- 
mobiles are owned by Americans— 
almost one for every family.” 





I. M. U. A. Extends 
Its Scope 


THE Inland 
Marine Un- 
derwriters’ 
Association has decided to amend its 
constitution to permit taking over the 
regulation of commissions and rates 
on all lines properly within its juris- 
diction effective as of November 1st. 
This action was made necessary by 
the threat of the Insurance Company 
of North America to resign unless 
control was assumed. 


Lines which will be under the con- 
trol of the I. M. U. A. are personal 
furs, personal effects, personal prop- 
erty floaters, personal jewelry and 
furs, jewelers’ block, furriers’ cus- 
tomers, bridges, parcel post, fine arts, 
transportation policies, open and an- 
nual (except certain specific classes) 
motor truck cargoes (shippers’ and 
carriers’ interest), bailees’ customers, 
bailees’ liability, processors’ risks, de- 
ferred payment merchandise and such 
other inland marine and all risk 


lines as the executive committee may 
agree on. 

Committees have been appointed by 
President Chubb to work out forms 
and rates on a number of these lines. 




















Plate Glass Insurance 
(Continued from page 12) 

the damage to frames and sashes is 
due to the same cause as that which 
resulted in damage to glass, the extra 
hazard is eminently insurable. A 
precedent—if one is needed—exists 
in the other-property damage cover- 
age of burglary and theft policies. 

Where there is other insurance, the 
conventional contribution rule is ap- 


plied. 
DOD 


HE main reason why the insur- 

ance company can afford to be so 
liberal in promise and performance 
is the almost complete absence of that 
bugaboo of underwriters: moral 
hazard. Here again plate glass in- 
surance is well nigh unique in the 
insurance family. This is not because 
plate glass owners are inherently more 
honest than their neighbors—in fact 
they are by and large the same per- 
sons who create underwriting prob- 
lems in accident and burglary insur- 
ance. It is simply that there is little 
or no temptation for the insured to 
try to make money on his insurance 
contract. For this there are at least 
two reasons. Most owners know the 
positive money value of an attractive 
display front and realize that even 
an overliberal money settlement for 
broken glass will not pay them for 
lost trade and good will. But we 
have seen that money indemnity is 
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hardly ever made, and all the insured 
may expect is to have another plate 
just like the first. In colloquial lan- 
guage, you can’t make money that 
way. There is thus no sensible rea- 
son for fraudulent losses. 

This almost perfect state is marred, 
let us note in passing, by 2 unimport- 
ant exceptions. One exists in the so- 
called cigar counter risk, where con- 
stant use of the show case as a coun- 
ter mars its surface to the point of 
opacity and may suggest to the un- 
scrupulous the possibility of having 
the insurance company provide a new 
one. The automobile plate glass risk 
provides another, because the deter- 
rent of loss of income due to loss 
of business does not operate. In 
passing, we may note that this sug- 
gests the lesser desirability of the ex- 
pansion of plate glass insurance 
premiums from the automobile source 
as compared with building and fur- 
nishing. 

Promises of the Insured. The own- 
er of the broken glass agrees in the 
event of loss to give the company im- 
mediate notice ; to make all reasonable 
efforts to protect the glass ; and when 
requested, to remove and replace any 
fixtures or other obstructions to the 
work of replacement. The common 
reason for the first two requirements 
is the desire of the company to mini- 
mize the loss. Sometimes the skilled 
placing of buttons or cutting the glass 


Where Does the Fire Hazard in Plate Glass Begin Is a Good Question for Technical Folks to Argue Over 
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around the break will prevent a small 
loss from becoming a larger one. 

Rights of the Company. One of 
the company’s rights, not merely as 
important as one would offhand ex- 
pect, is that of salvage. Two reasons 
account for this. The value of plate 
glass increases and decreases at a 
much faster rate than the increase or 
decrease in its square footage. For 
example, the current list price of a 
plate 48”’x48” is $35.40, of one 
96” x96” $151, and of one 144x144” 
$674. The largest of these plates 
has 9 times the footage of the small- 
est but is valued at more than 16 
times as much. This relationship be- 
tween glass sizes and prices has a 
directly retardant effect on the possi- 
bilities of salvage. Also recovered 
glass is very likely to be scratched or 
otherwise marred, so that often even 
where there is nominal salvage, the 
glass saved cannot be used for first 
class purposes. 

The company has also the right of 
subrogation. In simple language this 
means that the company has made 
good the loss of the insured, and it 
therefore logically succeeds to his 
rights. Sometimes there is a chance 
for legal recovery of damages from 
the person who broke the glass. The 
owner as owner has the right to sue 
and try to collect damages in a negli- 
gence suit ; it is this right that he con- 
tracts over to the company. He should 
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not be allowed both the penny and 
the cake, else he might collect for his 
loss twice: once from the company, 
once from the negligent one. Prac- 
tically, because of the “unknown” 
origin of most losses, this right has 
relatively small importance for the 
plate glass insurance company. 

There is in some policies still a 
third right, and one which is utterly 
inconsistent with the general liberality 
of plate glass insurance. It is the 
right of suspension. The majority of 
policies now leave it out, and prop- 
erly. The reason for its inclusion 
has been the fear by the companies 
of the mob hazard. It has been argued 
that this is a hazard so serious that 
the companies should not be required 
to assume it. It has been argued also 
that in practice the companies have 
used it very sparingly. The second 
argument would seem to demolish the 
first. As a matter of plain fact the 
companies not including this restric- 
tion charge precisely the same pre- 
mium as those which include it, and 
are just as successful underwriters of 
plate glass business. 

The right of inspection of the 
premises logically goes with the right 
to suspend. They are generally found 
together. There is also the customary 
right of cancellation. 


KO Me 
> >\ > 


T this point might also be dis- 

cussed the practice for many 
years followed by the companies of 
making a replacement or reinstate- 
ment charge after a loss. The prac- 
tice comes down from fire insurance. 
Whatever its merits in that field, they 
are not evident in plate glass under- 
writing. Briefly the argument for 
the charge is that part of the subject 
matter insured has been destroyed 
and the part of the original premium 
which was allocated to pay for protec- 
tion of this subject matter has done 
its work. If the insured wishes more 
insurance: that is, insurance on the 
replaced plates, he must pay additional 
premium. The company reasons that 
it should not have to restore the lost 
property and pay for new insurance 
on the restored property at the same 
time. 

This reasoning, it seems to this 
writer, overlooks the real nature of 
insurance. The insured buys and the 
company sells protection by the year 
(or for some other unit of time), and 
it is a pure matter of chance actuari- 
ally whether the insured will have one 
loss a year, 2 losses, more losses or 
no losses at all. He is paying an 
average or manual rate calculated to 
be sufficient to pay all the losses of 
all the glass owners in his classifica- 
tion. Indeed the very reason he is 
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attracted to insurance is because he 
wishes to get away from the inse- 
curities, the financial inconveniences 
and dangers of his own irregular loss 
experience. It is illogical to charge 
him additionally for his particular 
bad luck. Next year, another will 
have the bad luck. To the company 
(unless there is moral hazard, not a 
problem in plate glass insurance), 
these individual fluctuations are im- 
material. Even if there is moral 
hazard, the equitable solution is not 
to penalize the honest unlucky in- 
sured. No more-total premium is re- 
quired to enable the company to 
restore the insurance because the 
company has calculated the total losses 
beforehand and has made its charges 
accordingly. The companies no longer 
make the charge. 

The rights of the insured need not 
be detailed here. They are to cancel 
and assign. 

Fifty-Fifty Policy. Some years 
ago a new kind of policy made a very 
troublesome debut in the plate glass 
business. It was introduced by cut- 
rate and non-conference companies 
and has been restricted primarily to 
this group. Plate glass insurance has 
always been profitable (even in 1931 
all stock companies licensed to write 
in New York made over 7.2 per cent 
underwriting profit), which has na- 
turally encouraged schemes for rate- 
reduction and rate-cutting. On paper 
the 50-50 plan is a deductible provi- 
sion, but it varies in important re- 
spects from the usual deductible 
policy. The deductible amount is so 
large that it gives far too great an 
advantage to the insured. The com- 
pany is paid only one-half the manual 
premium and in turn receives the 
much smaller benefit of the right to 
deduct the amount of this half-pre- 
mium from every claim. It is really 
not a deductible arrangement, but a 
very crude plan for experience rating. 
He who has had no loss buys insur- 
ance at half price. He who has had 
a small loss, for example $25 loss on 
a $25 manual premium, has his insur- 
ance at the same rate as the manual. 
He who has had larger losses, as 2 
$100 losses on a $25 manual premium, 
has his insurance considerably below 
the manual. This is perhaps experi- 
ence rating after a fashion, but the 
logic behind it is difficult to under- 
stand. From the company standpoint 
the inevitable result has been the cut- 
ting of premiums below the point of 
adequacy, because as we have seen, of 
everv 4 insured persons, 3 will pay 
only half premiums. The majority of 
companies has never written the form 
and many which attempted it have 
dropped it entirely. 

(To be Continued) 





Ohio Compen- 
sation Fund 
in Crisis 


THE _ following 
editorial from the 
Toledo News-Bee 
of July 11th states 
the situation concerning workmen’s 
compensation in Ohio as viewed from 
a sound common-sense standpoint. 


The Ohio workmen’s compensation 
fund was designed to care for victims of 
industrial accidents and diseases and 
their dependents. To maintain it the 
state levies on employers. It has operated 
successfully in Ohio for 20 years. 

Now it is threatened by the depres- 
sion as is every other enterprise, private 
or governmental. Survival, as in other 
enterprises, depends in a large degree 
on management and efficiency. 

That since 1929 the outgo has ex- 
ceeded the income and that the surplus 
is shrinking continually is not astonish- 
ing. Decrease in factory and business 
pay rolls automatically reduces pay- 
ments to the fund. Also, one would 
think, the number of industrial acci- 
dents should decline with fewer men 
employed. They have, but the need 
for money by unemployed claimants has 
resulted in the digging up of old claims 
and extending the time of compensa- 
tion paid following an injury. 

To meet the situation, the industrial 
commission either must increase revenue 
or decrease outgo, or both. 

It is preparing now to increase rev- 
enue by raising the insurance rates to 
employers. But there is a limit to that, 
for to raise the rates too high would 
merely mean there would be less em- 
ployment and less revenue. 

Obviously, the commission also must 
hew close to the law in allowing claims. 
The question is not whether the claim- 
ant needs the money, but whether he 
is entitled to it. 

The claim of any unemployed work- 
man always deserves sympathy, but 
passing on claims in such a way as vir- 
tually to give unemployment doles 
might imperil the safety of the entire 
fund on which almost 10,000 Ohioans 
now are justly dependent for entire 
maintenance and twice as many more 
for occasional help each year. 

Friends of workmen’s compensation, 
while urging the promptest meeting of 
just claims, should support the commis- 
sion in rejecting far-fetched or fraudu- 
lent ones. The claimants may need help, 
and should have it,.but the workmen’s 
compensation fund is not the agency to 
give it in many cases. 


Actuarial Firm JOSEPH LIN- 
Has New DER fellow of the 
Member Casualty Actuarial 

Society and asso- 
ciate of the Actuarial Society of 
America, has become an associate of 
the office of S. H. and Lee J. Wolfe, 
Consulting Actuaries, Auditors and 
Accountants at 116 John Street, 
New York. 


Life of Leisure 


Book SALESMAN—“This book will do 
half your work.” 


Bustness MAN—“Good; I'll take two.” 
—Successful Farming. 
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Non-Assessable Controvery In N. Y. 
Decided In Favor of Mutuals 


CERTIFICATE of authority 

has been granted to the Factory 
Mutual Liability Insurance Company 
of America, Providence, Rhode Island 
by Superintendent of Insurance 
George S. Van Schaick of New York 
to do business in that state. Contro- 
versy over this question arose when 
the late Thomas F. Behan, then Sup- 
erintendent, in declining to admit the 
company, set up the contention that 
its charter permitted the writing of 
both assessable and non-assessable 
policies while the law of New York 
does not authorize mutuals of the 
state to write non-assessable cover- 
age. 


Although the company agreed not 
to write non-assessable policies in 
New York State if it were admitted, 
Mr. Behan stated that it was a tradi- 
tional rule for New York not to admit 
a company which had power to do 
anywhere what a New York company 
is not privileged to do. 


The company sued to compel Sup- 
erintendent Behan to grant it admis- 
sion and after the death of the latter, 
Superintendent Van Schaick was sub- 
stituted as the defendant. 


When the case reached the Court 
of Appeals it was decided if the com- 
pany’s favor and the Superintendent 
has recently issued a memorandum 
authorizing the company to do busi- 
ness in the State of New York. 


Because of the wide interest in this 
case and the bearing which it has 
on the rights of mutuals in general, 
the Journal of American Insurance 
feels that it would be a service to 
its readers if the texts of the court 
decisions pertaining to this litigation 
were printed in full. Accordingly, 
these appear below and are followed 
by the text of Superintendent Van 
Schaick’s memorandum. 


392/24 
SuprEME CourtT—APPELLATE DIvIsION 
THIRD DEPARTMENT 


In the Matter 
of 
The Application of Factory Mutual 
Liability Insurance Company of 
America, of Providence, Rhode 
Island, 
Petitioner, 
for a certiorari order 
against 
Thomas F. Behan, as Acting Super- 
intendent of Insurance of the 
State of New York, 
Respondent. 


Argued September Term, 1931. 
Decided November Term, 1931. 
Hon. Charles C. Van Kirk, 

Presiding Justice. 
Hon. Harold J. Hinman, 
Hon. Edward C. Whitmyer, 
Hon. James P. Hill, 
Hon. Leon C. Rhodes, 
Associate Justices. 


Certiorari to review the refusal of the 
Superintendent of Insurance of the State 
of New York to approve the application 
of a foreign insurance company to trans- 
act business in the State of New York in 
accordance with the provisions of Article 
10-B, Sections 340-348 of the Insurance 
Law of the State of New York. 

Rumsey & Morgan (Louis J. Wolff, of 

counsel) for Petitioner. 

Hon, John J. Bennett, Jr., Attorney Gen- 

eral (Harold Greenstein, of counsel) 
for Respondent. 


HINMAN, J.: 

This is a certiorari proceeding to review 
a determination of the Superintendent of 
Insurance of the State of New York made 
upon the application of the petitioner, a 
Rhode Island mutual casualty insurance 
company, to transact business in New York 
State. The Superintendent refused to 
grant the license and review of the rul- 
ing is here sought upon the ground that 
the sole reason assigned by the Superin- 
tendent for refusal involves a deprivation 
of petitioner’s rights under the Federal 
Constitution. 

The ruling of the Superintendent, pre- 
sented in the form of a letter, was as 
follows: “I very much regret that I can- 
not see my way clear to authorize this 
company to transact business in this State 
as long as it issues both assessable and 
non-assessable policies. As you know, 
mutual automobile liability insurance com- 
panies of this State must issue assessable 
policies in every state in which they trans- 
act business and it would appear that if 
the company you represent were to be ad- 
mitted to this State, writing both assessable 
and non-assessable policies, it would ap- 
pear to mutual companies here, writing 
liability insurance, as discrimination against 
them. Hence, I am constrained to disap- 
prove of this company’s application at this 
time.” 

Under its Rhode Island charter, the peti- 
tioner is authorized to issue non-assessable 
policies if and when it shall have and 
maintain a guaranty fund of not less than 
$250,000 and a surplus over all liabilities 
of not less than $300,000. It has such a 
guaranty and surplus. It has a surplus 
of nearly $2,000,000. Although its charter 
authorizes it to transact various kinds of 
insurance, the petitioner has limited its 
activity to that of automobile insurance 
and has filed with its application for New 
York license‘ an agreement to confine its 
New York business to the issuance of as- 
sessable policies only. The disagreement 
is with reference to the writing of non- 
assessable policies by petitioner in other 
states. Such is the discrimination against 
New York companies which the Superin- 
tendent must have had in mind. It is 
our interpretation that no other reason 
for refusal of the license was assigned. 
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The sole point requiring our attention 
on this review is that relied upon by 
respondent in his brief in which he asserts: 
“The State of New York in its sovereign 
power has the right to exclude foreign 
insurance companies from doing business 
within this State unless they comply with 
the laws of this State, no matter where 
they may be doing business.” We assume 
that counsel for respondent represents the 
attitude of the Superintendent of Insur- 
ance in his disposition of this application 
when it is asserted as a proposition of 
law that “the Superintendent has the right 
to lay down conditions under which he 
will permit an insurance company to do 
business in this State, and unless those 
conditions are complied with, a foreign 
company cannot do business in this State.” 
This seems to raise the direct question 
whether the right to exclude a foreign 
corporation may be used to control peti- 
tioner’s business in other states by way of 
condition imposed. 


It has been settled that a State cannot 
use its power to exclude a foreign insur- 
ance corporation from local business as a 
means of accomplishing that which is for- 
bidden to the State, such as the regulation 
of conduct in another jurisdiction. (Fidel- 
ity and Deposit Company of Maryland v. 
Tafoya, et al., 270 U. S. 426, 434. See also 
Hanover Insurance Company v. Harding, 
272 U. S. 494, 507; St. Louis Compress 
Co. v. Arkansas, 260 U. S. 346, 349; New 
York Life Insurance Co. v. Head, 234 U. 
S. 149, 163.) In Hanover Insurance Com- 
pany v. Harding, supra, at page 507, the 
Supreme Court said: “It was settled in 
the Bank of Augusta v. Earle, 13 Pet. 519; 
Paul v. Virginia, 8 Wall 168: Ducat v. 
Chicago, 10 Wall. 410, and Horn Silver 
Mining Company v. New York, 143 U. S. 
305, that foreign corporations cannot do 
business in a State except by the consent 
of the state; that the State may exclude 
them arbitrarily or impose such conditions 
as it will upon their engaging in business 
within its jurisdiction. But there is a 
very important qualification to this power 
of the State, the recognition and enforce- 
ment of which are shown in a number of 
decisions of recent years. That qualifica- 
tion is, that the State may not exact as a 
condition of the corporation's engaging in 
business within its limits that its rights 
secured to it by the Constitution of the 
United States may be infringed.”  Illus- 
trations follow in the opinion, which need 
not be detailed. It is sufficient to say that 
the case of Fidelity and Deposit Company 
of Maryland v. Tafoya, supra, seems to 
be exactly in point. 


We hold that the ruling of the Super- 
intendent cannot be sustained on the basis 
assigned by him. We do not pass upon 
the question of his right to exercise a 
broad discretionary power to exclude the 
petitioner under section 9 of the Insur- 
ance Law for the reason that we think 
that question is not here. It is our judg- 
ment that he did not purport to act under 
that power. 


The determination should be annulled 
and the matter should be remitted to the 
Superintendent of Insurance for such fur- 
ther or other disposition as he may think 
proper not inconsistent with this opinion. 


The Superintendent of Insurance 
took an appeal from the above deci- 
sion. The Court of Appeals affirmed 
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the decision of the lower court, with- 

out opinion. The official memorandum 

of the case is given below: 

In the matter of Factory Mutual Liability 
Insurance Company of America, Re- 
spondent, against George S. Van Schaick, 
as Superintendent of Insurance of the 
State of New York, Appellant. 

Appeal—Court of Appeals—determination 
of Superintendent of Insurance, refus- 
ing application of insurance company to 
do business in State, annulled by Ap- 
pellate Division on certiorari and matter 
remitted to Superintendent of Insurance 
for further action—appeal to Court of 
Appeals dismissed on ground that order 
appealed from not final. 

Matter of Factory Mutual Liability In- 
surance Company v. Behan, 233 App. Div. 
614, appeal dismissed. 

(Argued April 26, 1932; decided May 
10, 1932.) 

Appeal from an order of the Appellate 
Division of the Supreme Court in the third 
judicial department, entered November 24, 
1931, which annulled on certiorari a deter- 
mination of the Superintendent of Insur- 
ance of the State of New York refusing to 
approve the application of the petitioner 
herein for permission to transact business 
in this State in accordance with the provi- 
sions of sections 340 to 348 of the Insur- 
ance Law (Cons. Laws, ch. 28), and re- 
mitted the matter to the Superintendent of 
Insurance for further action. 

John J. Bennett, Jr., Attorney-General 
(Harold Greenstein of counsel), for ap- 
pellant. 

Louis J. Wolff, Felix Hebert and David 
Rumsey for respondent. 

Appeal dismissed, with costs, on the 
ground that the order appealed from is not 
a final order; no opinion. 

Concur: Pound, Ch. }., Crane, Lehman, 
Kellogg, O’Brien, Hubbs and Crouch, JJ. 


So 


OLLOWING the decision of the 

Court of Appeals affirming the 
contentions of the Factory Mutual 
Liability Company the New York 
Superintendent of Insurance issued 
the statement printed below: 


IYOnry 


66 HIS State has no desire to exact a 

sacrifice of a foreign company’s stat- 
utory or constitutional rights as a condi- 
tion to its engaging or continuing in busi- 
ness within this State, except as the same 
may be necessary in order that the finan- 
cial requirements of this State as to com- 
pany stability may be met. The standard 
of financial security as far as New York 
is concerned must be set by New York 
and not otherwise. 


ooo 
Charter Powers 


66 HE present applicant, a mutual 

casualty company, meets all require- 
ments except that it is authorized to write 
nonassessment business elsewhere than in 
this State contrary to this State’s rule as 
to similar New York companies. The 
argument might be made that such power 
puts New York companies of similar type 
at a disadvantage in such other States 
where they may compete with applicant. 
If this disadvantage exists the remedy lies 
with the Legislature of New York to give 
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relief if it deems wise. The courts have 
ruled, however, that such is not sufficient 
ground upon which to deny an application 
for admission (Factory Mutual Liability 
Insurance Co. v. Behan, 233 A. D. 614, ap- 
peal dismissed 259 N. Y. (mem.) 65). 


“The writing of nonassessment business 
elsewhere, however, directly affects finan- 
cial stability. Applicant has set up and 
maintains as a substitute and equivalent 
for the right of assessment in cases where 
nonassessment policies are issued, a cash 
guaranty fund of $250,000. When this is 
compared with the requirements of this 
State that stock corporations conducting 
the kind of business which this company 
conducts may do so with a minimum capi- 
tal of $150,000, together with a 50 per cent 
surplus, or total cash resources of $225,000, 
it is apparent that this State should be 
reasonably satisfied with this substitute 
financial protection in lieu of the assess- 
ment feature. It is also in accord with 
the substitute requirement for out of the 
State fire mutuals which write nonassess- 
ment business elsewhere (Insurance Law, 
Sec. 149). 

Soo 


Each Case on Own Merits 
SEE Es. any approval of the suf- 

ficiency of a substitute for the as- 
sessment feature is subject to review from 
year to year at the time of the expiration 
of certificates of authority, with particular 
reference to the extent of the nonassess- 
ment policies in force. 

“The remaining possible objection that 
in case of liquidation policyholders in 
New York might be assessed for deficien- 
cies under policies written where no as- 
sessment could be laid, has been met by 
the applicant in incorporating in its by- 
laws a provision to the effect that no as- 
sessment shall be levied except for defi- 
ciencies under assessment policies. 

“The discretion vested in the Superin- 
tendent of Insurance under Section 9 of 
the Insurance Law must apply to each 
individual case presented to him. It does 
not authorize a general rule of action re- 
gardless of the different circumstances of 
different cases. It follows that the deter- 
mination in this particular case decides the 
precise questions presented and no others. 

“The application of the Factory Mutual 
Liability Insurance Co. of America of 
Providence, R. I., for cettificate of author- 
ity to do business in the State of New 
York is granted upon the conditions set 
forth in the application.” 


Windstorm Hazard 


(Continued from Page 25) 
standpoint of experience gained in 
dissimilar lines. More progress can 
be achieved by building up an under- 
writing experience peculiar to weather 
forms of insurance. Experience 
gained in fire underwriting, which ex- 
ceeds that of any other line, is of 
value to the windstorm underwriter 
only with respect to the application of 
general insurance principles such as 
those of indemnity and insurable in- 
terest. 


Only in recent years have the 
weather forms of insurance received 
more than passing attention. This 
has been due partly to the mystery 





surrounding the hazard and the diffi- 
culty of estimating with any degree 
of exactness the probability of occur- 
rence of the particular atmospheric 
phenomena causing the loss. These 
types of insurance deserve more at- 
tention than they have received. 
Windstorm insurance is older than 
the others and far more important 
from the standpoint of volume of 
premiums. The business is also the 
most stable of the group although 
from year to year and between com- 
panies, extremely wide variations in 
premiums and losses occur. The 
windstorm insurance business should 
be a pioneer in the advancement and 
progress that will be made in the in- 
surance of weather hazards during 
the years to come. 
soa 

Auto Theft Policy THE Oregon 
Pays for Fraud Supreme Court 

in the case of 
Nugent v. The Union Auto Insur- 
ance Company has held that an auto- 
mobile policy insuring against theft, 
robbery or pilferage covers the loss 
of the vehicle when title is obtained 
by a trick, payment being made by a 
worthless check. A sale had been 
made by the agent of the insured and 
the car was paid for with a worth- 
less check. The insurer contended 
that the alleged facts did not con- 
stitute theft, robbery or pilferage. 
The court held, however, that “where 
the possession of personal property 
is obtained by trick or device with 
an intent on the part of the one ob- 
taining possession to deprive the 
owner of the property and convert 
it to his own use, such a taking is 
felonious and is theft or larceny.” 
There was no contract of sale, the 
court said, because the pretended 
buyer had no intention of paying for 
the automobile and the seller had no 
intention of selling it for a worth- 
less check. 
Danforth Heads 
Millers National 


FRANK 5S. 
DANFORTH, 
formerly Secre- 
tary and Manager of the Millers Na- 
tional, has been chosen as President 
to succeed Joseph LaCompte who be- 
comes Chairman of the Board, a posi- 
tion which has been vacant since the 
death of M. A. Renolds. Mr. Dan- 
forth is succeeded as Secretary by 
H. M. Giles, Manager of the Minne- 
apolis branch office of the Miller 
National. 


Changes in the HON. MER- 
Mass. Department T ON & 
BROWN, 


Commissioner of Insurance of the 
State of Massachusetts, has an- 


nounced the appointment of Edmund 
S. Cogswell as First Deputy Com- 











missioner, Edgar T. Dougherty as 
Second Deputy, and Thomas H. 
O’Connell as Third Deputy Com- 
missioner of the Massachusetts In- 
surance Department. The appoint- 
ments have been approved by the 
Governor and Council and the new 
officials will take office at once, hav- 
ing been already sworn in. 


The appointments are all promo- 
tions in regular line occasioned by the 
retirement on July 11 of First Deputy 
Commissioner Arthur E. Linnell. 
Mr. Linnell had a record of 40 years’ 
service in the Department on reach- 
ing the age of seventy. 


Suspend Operations SUPERIN- 


of Hamburg- TENDENT 
American of Insurance, 
George S. 


Van Schaick of New York has or- 
dered the Hamburg-American Insur- 
ance Company to discontinue business 
for one year because the directors of 
the company failed to rescind a pur- 
chase of more than 28,000 shares of 
stock in the Security Life Insurance 
Company from the New York Ham- 
burg Corporation. The Hamburg- 
American Insurance Company has 
been transacting a strictly reinsurance 
business and it has been ordered to 
cancel all treaties as soon as possible. 
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The transaction which has drawn 
the fire of the New York Superin- 
tendent of Insurance was one in 
which the controlling stockholder of 
the Hamburg-American Insurance 
Company, the New York Hamburg 
Corporation, sold to it 28,669 shares 
of the stock of the Security Life In- 
surance Company of America at a 
price of approximately $14 a share. 
Since that time the Security Life 
Insurance Company has gone into the 
hands of receivers and the stock is 
now of small value. In the view of 
Mr. Van Schaick the transaction 
should never have been consummated, 
because of the interlocking character 
of the boards of directors of the two 
companies and the failure of the com- 
pany to rescind the sale is responsible 
for the present suspension. 


MoreLight On THE Chamber of 
Retirement Commerce of the 
Annuities United States has 


printed the report 
of the Committee on Employees’ Re- 
tirement Annuities, which was sub- 
mitted at the annual meeting of the 
United States Chamber in San Fran- 
cisco. The Chamber at that meeting 
passed a resolution which read as 
follows: 
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“Retirement for superannuated em- 
ployees of long service on annuities is an 
aid to the profitable administration of 
business enterprises. The advantages to 
employers, to employees and to the public 
are obvious. Adoption of a definite retire- 
ment annuity plan should accordingly be 
given mature consideration by the manage- 
ment of every enterprise which has, or is 
likely to have, employees of long service.” 


The report is a comprehensive 
analysis of the problem, together with 
a complete discussion of the best 
method of solving it. A comparison 
is made of the relative advantages of 
contributing funds, in which part of 
the cost is paid by the employees, and 
non-contributing funds, where the 
employer assumes the entire burden. 
Possible methods of financing an an- 
nuity fund are also discussed, to- 
gether with such other questions as 
retirement ages, eligibility of em- 
ployees and the length of the service 
requirement. 


Besides the explanation of the 
private annuity systems now being 
adopted by large industrial units, 
there is a discussion of public pension 
funds which will undoubtedly be very 
interesting to all those interested in 
the social and economic phases of 
this problem. 
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MARINE INSURANCE 


OCEAN—INLAND—YACHT 


Inland Marine Mutual Policies 


Inland Marine policies have become an important factor in providing complete protec- 
tion of property. 

These policies are now available in the Atlantic Mutual, the largest Company in the 
United States writing exclusively Ocean Marine, Yacht and Inland Marine insurance. 
Although Atlantic Mutual policies are written on a cash participating basis, the policies 


are non-assessable. Latest Dividend 15% 


LOSSES PAID IN EXCESS OF $185,000,000 
DIVIDENDS OF PROFIT TO POLICYHOLDERS OVER $115,000,000 


Inquiries Invited Direct or Through Agents or Brokers 


Atlantic Mutual 


Insurance Company 
(Chartered 1842) 
HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 
CHICAGO OFFICE: 175 WEST JACKSON BLVD., CHICAGO, ILL. 


BRANCH OFFICES: 
BOSTON CLEVELAND PHILADELPHIA 
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STABILITY 











OING things successfully 

over a period of time — 
that’s what stability implies. 
Mutual insurance has a rec- 
ord of stability unmatched by 
any other classification of 
American business. 180 years 
of serving, protecting, sav- 
ing! Growing soundly and 
very surely. Not being led 





astray by “new era” phan- 
toms whether they were cur- 


rent in 1829 or 1929. 


Behind a record of stability 
there is always an adherence 
to basic principles—conserv- 
ative practice — judgment — 
steady forging ahead rather 
than ups and downs. 


STABILITY AT STEVENS POINT 


1914 
1930 
1931 


4,031,265.68 
4,702,134.62 


Surplus 
$ 2,811.05 
687,988.26 
859,801.84 


(As filed with the Wisconsin Insurance Department) 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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Buyers are 
Demanding Facts 


@ They are looking for the safest protec- 
tion at the most reasonable cost. They are 
investigating a company’s financial 
strength, management, loss paying record, 
net cost of protection, and service. The 
idea of buying a policy because some 
friend writing insurance recommends a 
certain company, is giving way to the 
thought of buying value in insurance. 
Many buyers have learned through actual 
experience that the contract is made with 
the insurance company and not the friend. 


@ As more and more people buy insur- 
ance on the basis of value, more and more 
turn to the Federal Mutuals. These Com- 
paniés have been giving honest value in 
Federal First insurance for 32 years. The Federal 
writes standard policies at board rates, 
pays losses promptly, maintains full legal 
reserves, and reduces the net cost to the 
policyholder from 30 to 40 per cent. These 
Companies have attained an enviable posi- 
tion in the insurance world—a position 
that inspires confidence and is causing 
thousands of insurance buyers to entrust 


e ad era i their protection to the Federal Mutuals. 





Think of the 


Hardware & Implement Mutuals 


Retail HarpwareE Mutual Fire INsurAnce Co. HarpwareE DEALERS Mutua FIRE INSURANCE Co. 
MINNEAPOLIS, MINNESOTA STEVENS Point, WISCONSIN 


MINNESOTA IMPLEMENT MuTuAL Fire INSURANCE Co. 
OwATONNA, MINNESOTA 














How many times have you noticed women 
with baby carriages, elderly people or young- 
sters at the curb, fearing to cross the street 
because no automobile driver would “givé 
them a break”? In our general zest for speed, 
many of us are inclined to be discourteous 
because of thoughtlessness. 


Try to observe little courtesies on the. 


road not only to pedestrians but to other 
drivers as well. A majority of automobile 
owners are anxious to drive properly and 
are willing to give more than halfway. Many 


accidents are caused-by someone who failed 
to observe a little courtesy of the road that 
might have caused a moment’s delay but 
would have prevented great suffering and 
serious financial loss. 


Why not join with 150,000 other careful 
and courteous motorists in, reducing the cost 
of Automobile insurance by eliminating the 
cause of accidents? Protection of over 
$15,500,000 cash assets, including more than 
$2,200,000 net cash surplus. Dividend sav- 
ings resulting from prevention of accidents, 

careful underwriting and good management are returned to 
policyholders each year, and for the past nineleen years have 
always been a substantial part of the annual Automobile 
insurance premium. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, President 


Home Office: MUTUAL INSURANCE BUILDING, CHICAGO, U.S.A. 


Associate Company under ‘“‘L-M-C” Management 
AMERICAN MOTORISTS INSURANCE COMPANY 








